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RESULTS OF EXAMINATIONS 


The papers of 482 candidates who sat 
for the Institute’s examinations on May 
14th and 15th in states which have 
adopted the Institute’s plan of codpera- 
tion have been graded by the Institute’s 
examiners. 

The results, as reported to the state 
boards on June 13th, showed that 59% 
were passed in auditing, 45% were 
passed in commercial law, and 9% were 
passed in accounting theory and prac- 
tice. 

At the November 1935 examinations, 
79% were passed in auditing, 63% were 
passed in commercial law, and 36% were 
passed in accounting theory and prac- 
tice. 

Altogether 29 state and territorial 
boards used the Institute’s examinations. 


LECTURE AND STUDY GROUP 


Two meetings of the New York lecture 
and study group of the American Insti- 
tute of Accountants have been held since 
the last Bulletin report on this activity. 
At a meeting on May 12th, Paul Grady 
spoke on ‘‘Internal control.’’ On June 
2nd, Charles J. Maxey discussed ‘‘Ma- 
chine accounting.’’ Both meetings were 
held at the Hotel Victoria, New York. 

Mr. Grady gave a general discussion 
of the topic, outlining the principles of 
internal control and illustrating his 
points by describing the investigation 
made by his own firm of the adequacy 
of the system of internal control main- 
tained by clients. Alexander H. Beard 
led discussion of the lecture, and Mr. 
Grady responded to many questions 
from the floor. 

Mr. Maxcy’s discussion of machine 
accounting was accompanied by motion 
pictures showing different kinds of ac- 
counting machines, their installation and 
operation. Mr. Maxey is chief account- 
ant and director of the division of 
accounts of the federal emergency ad- 
ministration of public works and re- 
ferred to the use to which accounting 
machines have been put by the federal 
government. 

Both meetings were preceded by 

er. 


ae 


COMMITTEE ON NOMINATIONS 


An elaboration of the method of nom- 
inating members of the Institute for 
election to the council has been put into 
effect by the dispatch of a circular let- 
ter, by the committee on nominations, to 
all members of the Institute in states 
from which, in the opinion of the com- 
mittee, members of council should be 
elected at the annual meeting at Dallas, 
beginning October 19, 1936. The letter 
is accompanied by a request that each 
member who receives it propose a mem- 
ber or members from his own state for 
nomination for membership of council. 

This communication has been ad- 
dressed to members in California, Mas- 
sachusetts, Missouri, Ohio, Oklahoma, 
Pennsylvania and Wisconsin, the states 
which in the opinion of the committee 
appear to be entitled to representation 
on the council at this time. 

A chart showing the proportionate 
representation of each state on the coun- 
cil, in relation to the proportion of the 
total membership resident in that state 
since the formation of the Institute, has 
been submitted with the letter. The 
present membership of the council is also 
stated for the convenience of members 
who have been asked for recommenda- 
tions. 

This procedure has been followed by 
the committee on nominations in accord- 
ance with the amendment to article XI, 
section 1(a), of the by-laws, adopted at 
the session of the 1935 annual meeting 
adjourned to January 6, 1936, and later 
ratified by a majority of all the members 
by mail ballot and declared effective 
February 10, 1936. 

The amendment consisted of the ad- 
dition of the following words to article 
XI, section 1(a) : 


‘*Before making its nomination the commit- 
tee on nominations shall send, at least four 
months prior to the date’of the annual meet- 
ing, to all the members of the-Institute in those 
states from which, in the opinion of the com- 
mittee, members should be elected to the council 
in that year, a questionnaire requesting the 
submission within thirty days of names of 
members resident in the state concerned for 
election to the council. Nominees for the coun- 
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cil shall be selected by the committee on nom- 
inations from among the names submitted in 
response to this request by members of the 
Institute in the states entitled to representa- 
tion.’’ 

For the information of the member- 
ship as a whole, the committee’s circular 
letter of May 29, 1936, with the accom- 
panying data and the form of question- 
naire to be returned to the committee, 
are reproduced in this Bulletin, as 
follows: 


To MEMBERS OF THE AMERICAN INSTITUTE 
or ACCOUNTANTS: 


GENTLEMEN: 


Under an amendment to article XI, section 
l(a) of the by-laws of the American Institute 
of Accountants, effective February 10, 1936, 
the committee on nominations is required to 
send to members of the Institute, in states 
from which, in the opinion of the committee, 
members of council should be elected, a ques- 
tionnaire requesting the names of members 
resident in the state concerned who are re- 
garded as desirable candidates for election to 
the council. 

This letter and the attached questionnaire 
are submitted in accordance with that provision, 
and it is requested that you respond within 
thirty days. 

After a careful study of the existing per- 
sonnel of council, your committee on nomina- 
tions has concluded that the following states 
appear to be entitled to representation on the 
council: 

California (two places) 
Massachusetts 
Missouri 

Ohio 

Oklahoma 
Pennsylvania 
Wisconsin 


So far as your committee knows at present, 
there will be the following vacancies in the 
council to be filled at the annual meeting next 
October : 


7 members of council for a term of 5 years 
1 member of council for a term of 2 years 
(to fill a vacancy). 


The provisions of the by-laws, together with 
certain precedents which have been enforced 
through the years, determine to some extent 
who may be elected to the council. 


(a) Of the 35 elected members of council 
there shall be not more than six from 
any one state. 

(b) A member proposed for election to coun- 
cil must be in public accounting prac- 
tice at the time of nomination. 

(c) It has always been regarded as desirable 
that there should be not more than 
two members of council from any one 
firm. 

(d) It has also been regarded as desirable 
that no member of council who has 
served a full term should be re-elected 
to succeed himself for another full 
term. 

For your convenience we enclose herewith a 
list of the present membership of council, and 
a chart showing the extent to which the several 
states have been represented since formation of 
the Institute. 

We trust that you will give careful considera- 
tion to this matter and will return your sug- 
gestions as soon as convenient. If the attached 
questionnaire does not permit full expression 
of your views, the committee would be glad to 
receive a letter. 

Yours truly, 
COMMITTEE ON NOMINATIONS 
Pup N, MILLER 
WALTER MucKLOW 
ALLAN DAVIES 
FRED J. DUNCOMBE 
H. W. HENNEGIN 
H. 8. PupEr 
RopNEY D. WHITE 
May 29, 1936. 


To COMMITTEE ON NOMINATIONS 
AMERICAN INSTITUTE OF ACCOUNTANTS 
135 CEDAR STREET, NEW YorK, N. Y. 
Gentlemen: 


I propose the following member (or mem- 
bers) of the Institute for nomination for 
membership of council: 








My reasons for this suggestion are as fol- 
lows: 








Yours truly, 
Signed .............--..--.---.------ceeeee-n-cancneoncneocennnenessrens 
State — 





Date 
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President 
Vice-presidents 


Treasurer 


Name 
George Armistead 
Charles B. Couchman 
W. Sanders Davies 
John F. Forbes 
Frederick H. Hurdman 
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Name State 
Robert H. Montgomery New York 
William B. Franke New York 
Norman L. MecLaren* California 


Arthur W. Teele 


New York 


OFFICERS AND MEMBERS OF CoUNCIL As or May 25, 1936 


Firm A fiiliation 
Lybrand, Ross Bros. & Montgomery 
Franke, Graef & Hannon 
McLaren, Goode & Co. 
Patterson, Teele & Dennis 


Terms Expire October, 1940 


Arthur H. Carter New York 
P. W. R. Glover New York 
J. E. Hutchinson, Jr. Texas 
Wayne Kendrick D. C. 
William A. Paton Michigan 
Maurice E. Peloubet New Jersey 
C. Oliver Wellington New York 


Haskins & Sells 

Barrow, Wade, Guthrie & Co. 
Hutchinson & Hutchinson 
Wayne Kendrick & Co. 

F. E. Ross & Co. 

Pogson, Peloubet & Co. 
Scovell, Wellington & Co. 


Terms Expire October, 1939 


F. B. Andrews Illinois 

M. H. Barnes Georgia 
Lincoln G. Kelly Utah 

Walter Mucklow Florida 

I. Graham Pattinson New York 
T. Edward Ross Pennsylvania 
Archie M. Smith Louisiana 


F. B. Andrews & Co. 

M. H. Barnes & Co. 

Lincoln G. Kelly & Co. 

Milner & Mucklow 

Price, Waterhouse & Co. 

Lybrand, Ross Bros. & Montgomery 
Archie M, Smith 


Terms Expire October, 1938 


Lewis Ashman Illinois 
Will-A. Clader Pennsylvania 
Paul K. Knight New York 
Eustace LeMaster Washington 


Philip N. Miller 
W. R. Tolleth 
(One vacancy) 


Virginia 


New York 


Ashman, Reedy & Currier 
Will-A. Clader 

Arthur Andersen & Co. 
LeMaster, Cannon & Daniels 
Miller, Donaldson & Co. 

W. R. Tolleth 


Terms Expire October, 1937 


Robert O. Berger Illinois 
Charles F. Coates Connecticut 
Stanley G. H. Fitch Massachusetts 
E. G. H. Kessler Missouri 
John K. Mathieson Pennsylvania 
James P. McGregor Illinois 
Winfield Q. Sharp Mississippi 


Price, Waterhouse & Co. 

Hadfield, Rothwell, Soule & Coates 
Patterson, Teele & Dennis 
Kessler, Cartall & Co. 

Mathieson, Aitken & Co. 

Arthur Young & Co. 

W. Q. Sharp & Co. 


Terms Expire October, 1936 


Clem W. Collins Colorado 


Anson Herrick 


I. B. MeGladrey Iowa 

Charles F. Rittenhouse Massachusetts 
George M. Thompson* California 
Archibald F. Wagner Illinois 
Edwin H. Wagner* Missouri 


California 


Clem W. Collins & Co. 
Lester Herrick & Herrick 
The I. B. McGladrey Co. 
Charles F. Rittenhouse & Co. 
George M. Thompson 
Haskins & Sells 

Touche, Niven & Co. 


Life Members of Council (Ex-Officio) 


5 


State Name State 
Texas Carl H. Nau Ohio 
New York John B. Niven New York 
New York John R. Ruckstell California 
California William H. West New York 
New York 


* Eligible for re-election to council in 1936, having served less than full term. 
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PERCENTAGE OF MEMBERS AND COUNCIL MEMBERS TO TOTALS | 
Nineteen Year Average (1917-1936) 


PER CENT OF TOTAL 



























































































































































In District In United States 
TERRITORY Members Council Members’ Council 
New England States: 
Maine : 2.08 == 18 — 
New Hampshire.................. 98 —- .09 — 
Vermont 43 — .04 — 
Massachusetts 76.03 73.59 6.67 6.57 
Connecticut 10.71 12.46 94 1.11 
Rhode Island 9.77 13.95 85 1.25 
100.00 100.00 8.77 8.93 
Middle Atlantic States: 
New York 70.28 50.14 32.10 18.81 | 
New Jersey. 4.68 14.12 2.14 5.30 
Pennsylvania 17.05 17.87 7.79 6.70 
Delaware 2 2.26 19 85 
Maryland 3.75 7.84 1.71 2.94 | 
Virginia. 2.04 5.93 93 2.23 
West Virginia 41 _— 19 _— 
District of Columbia. 1.37 1.84 .63 .69 
100.00 100.00 45.68 37.52 
Southern States: 
North Carolina 5.26 - 47 -- 
South Carolina. 1.23 — All - 
Georgia 12.17 10.17 1.08 1.40 
Florida 8.35 16.12 74 2.23 | 
Alabama 3.86 4.03 34 56 
Mississippi 1.86 8.06 okv 1.11 
Louisiana 14.99 14.21 1.33 196 | 
Texas. 24.54 22.08 2.19 3.04 
Oklahoma 6.45 2.11 OT .29 
Arkansas 6.30 7.10 56 .98 | 
Tennessee 14.99 16.12 1.34 2.23 
100.00 100.00 8.90 13.80 
Central States: | 
Ohio 21.10 18.59 3.87 3.63 
Michigan 10.49 7.19 1.92 1.40 
Tllinois 59.98 59.97 10.99 11.72 
Indiana. 3.91 5.02 72 .98 
Kentucky. 4.52 9.23 83 1.80 
100.00 100.00 18.33 19.53 \ 
West Central States: 
Minnesota 22.21 29.67 1.52 2.65 
Iowa 9.87 17.21 .67 1.54 


Norre—Members resident in foreign countries and associates have been excluded from the computation. Council 
members include the four elected officers, thus making a total of thirty-nine, but exclude past presidents. 
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a 47.48 43.63 3.24 3.89 
I a Ti — .05 _— 
I lt —- -— _— — 
EE eae ee era, ee ee 4.63 6.23 32 .56 
I 5 it caidcndaanigallcpapescinnenpiocgaidiamesaibadincncnaih 2.56 “= 18 _— 
hs caisson in alan larnsce aie 12.54 3.26 86 * 29 
100.00 100.00 6.84 8.93 
Mountain States: eros 
EE cree eee a oa ae 24.10 — 58 —_ 
NE ctniemacsnsvanpsintnniiictinsistiontenasainniliaconiciniciie 44 — 01 ~— 
ES ene 42.18 72.63 1.02 1.83 
sien eeiecligibucsinianaiioncntins oo — _ -— oo 
EE ae a ee a a ee ee eae eee ee ee 19.79 27.37 A7 .69 
New Mexico 1.44 a .03 —_— 
ON esti i a 12.05 — 29 —_ 
100.00 100.00 "2.40 2.52 
Pacific Coast States: 
IR: sciapicscipiesiiniiasnashonssiicaieicassnabaasicanhaipaiontnait 16.52 30.21 1.50 2.65 
Oregon 13.86 12.69 1.26 1.11 
Nevada = .04 -- — coe 
California 69.58 57.10 6.32 5.01 
100.00 100.00 9.08 8.77 
| Lea ee Poe ee ee aS eC eh SS 100.00 100.00 











PRESIDENT OF INSTITUTE SPEAKS 
AT MANAGEMENT MEETING 


A meeting of the American Manage- 
ment Association and the Institute of 
Management, for discussion of ‘‘Major 
management problems of today’’, was 
held at the Astor hotel on June 4th and 
oth, and among the speakers were Robert 
H. Montgomery, president, and J. O. 
McKinsey, member of the American In- 
stitute of Accountants. 


Colonel Montgomery spoke at the 
morning session on June 4th. His topic 
was ‘‘Company policies in relation to the 
tax situation.’’ At a dinner on the eve- 
ning of June 4th, Mr. McKinsey spoke 
on ‘‘Methods of establishing the man- 
agement organization structure and of 
coordinating the various units of the 
organization.”’ 


Mr. McKinsey was elected, at a busi- 
hess meeting in the afternoon, as chair- 
man of the board of the American 
Management Association for the coming 
year. 


CONFERENCE OF UNIVERSITY 
ACCOUNTING OFFICERS 


Two members of the American Insti- 
tute of Accountants were among the 
speakers at the conference of accounting 
officers of colleges and universities in 
the New England and North Atlantic 
states held at New York on April 24th 
and 25th. 

Lloyd Morey, of Urbana, chairman of 
the Institute’s special committee on gov- 
ernmental accounting, vice-chairman of 
the national committee on municipal aec- 
counting, and chief consultant to the 
financial advisory service of the Ameri- 
can Council on Education, conducted the 
first session. He presented a paper en- 
titled ‘‘The general classification of ac- 
counts and forms of reports suggested 
by the national committee on standard 
reports.’’ Professor Morey also presided 
at an open-forum discussion which closed 
the conference. 

William B. Franke, of New York, an- 
other member of the Institute, discussed 
‘*Practical problems in applying the na- 
tional committee’s suggestions,’ and 
also ‘‘Internal checks and audit.’’ 








Bulletin of American Institute of Accountants 


ANNUAL MEETING 


Plans for the annual meeting of the 
American Institute of Accountants next 
October are now maturing, and in an 
early issue of the Bulletin announce- 
ment will be made of addresses and other 
events on the program. A. G. Moss, of 
Dallas, chairman of the committee on 
meetings, has prepared the following 
statement regarding the meeting and the 
Texas centennial exposition, which will 
be in progress at Dallas: 

“Institute members are cutting corners, 
making deals and putting their best figures 
forward to defer their vacations until the 
annual meeting at Dallas, October, 1936. 
The fact that the ‘Lone Star’ state is cele- 
brating her one hundredth anniversary with 
the $25,000,000 Texas centennial exposition, 
is only one reason. This first world’s fair of 
the southwest will rank with in magnitude 
and equal in color any ever held in America. 


“The Institute’s committee on meetings 
and associate committees of the Texas Society 
of Certified Public Accountants are complet- 
ing plans for special entertainment and ex- 
position officials have named Wednesday, 
October 21, as ‘American Institute of Ac- 
countants Day.’ 


“While the exposition primarily commemo- 
rates 100 years of independence and achieve- 
ment as a republic and as a state, more than 
four centuries of glamorous, thrilling history 
form a background rich in color and tra- 
dition. 

“Six flags, those of Spain, France, Mexico, 
the Republic of Texas, the Confederacy and 
the United States, have flown over Texas 
soil. 

“The territory was discovered in 1519 by 
Alvarez de Pineda, who explored the rich 
Rio Grande valley and claimed the land for 
Spain. The French cavalier, LaSalle, estab- 
lished a shortlived colony at Matagorda Bay, 
but Texas remained under Spanish rule until 
1835-36 when the Texas Revolution brought 
independence and the Lone Star flag of the 
Texas Republic. Nine years later the new 
republic joined the union as the twenty-ninth 
state; the only state ever to have been inter- 
nationally recognized as a sovereign power. 
After the civil war the Stars and Stripes 
replaced the Stars and Bars. 


“Special state-wide fetes, ceremonies and 
fiestas are being held during 1936, commemo- 
rating significant incidents in an eventful 
past. During these sectional events the eyes 
of Texas will turn to the Alamo, at San 
Antonio, where William B. Travis, James 
Bowie, Davy Crockett and 180 compatriots 
chose death rather than surrender; to San 
Jacinto, near Houston, where General Sam 
Houston and his small but determined band 
of Texans defeated Santa Anna’s overwhelm- 
ing foree to gain Texas independence; to 
Goliad, where Fannin’s 350 men were massa- 
cred on Palm Sunday of 1836; to Gonzales 
where the first shot of the Texas Revolution 
was fired; to Galveston, where Jean Lafitte, 
the pirate, defied the world for seven years, 
and to other places important in the story 
of the Lone Star state. The Texas centennial 
exposition will climax these celebrations with 
a colorful panorama of more than 400 years 
of history. 

“Financed by the United States, the State 
of Texas, the City of Dallas, the Texas Cen- 
tennial Exposition Corporation and private 
exhibitors and concessionaires, the world’s 
fair of 1936 differs from other expositions 
in that more than a score of its sixty-odd 
buildings are of permanent construction. 

“The daily presentation of the ‘Cavalcade 
of Texas,’ gigantic dramatization of Texas 
historical highlights, is one of the outstand- 
ing features of the Exposition. Produced at 
an initial cost of $150,000, on the world’s 
largest stage, this thrilling drama includes a 
east of 300 Texans, many of whom inter- 
pret roles made famous in real life by their 
own ancestors. 

“Latest in thrill rides, shows and amuse- 
ments of all types will be included on the 
‘Midway,’ where eating places galore will 
offer every variety of food, cooked and served 
after the fashion of different sections of the 
world. A selective attitude in connection 
with all concessions assures visitors of the 
newest and best in midway attractions. 

“In addition to the all-embracing exposi- 
tion visiting members of the Institute, their 
ladies and guests will be feted and enter- 
tained at many outside events during the 
meeting. The accountants of Texas promise 
that the irresistible charm of the old south 
will blend with the fine traditions and hospi- 
tality of the west to show their guests the 
time of their respective lives.” 
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ces 
GEORGE L. C. HUNTER 


The death of George L. C. Hunter of 
Washington, D. C., a member of the In- 
stitute since 1931, occurred on March 
16, 1936. He was 44 years of age. 

Mr. Hunter was born at Savannah, 
Ga., attended elementary and prepara- 
tory schools in Georgia and Virginia, 
and was a student at the University of 
Georgia, leaving that institution in 1912 
to take employment as an accountant at 
Savannah. 

He was engaged in private accounting 
and other commercial work from 1912 
until 1924 when he entered public ac- 
counting with the firm of Neville, Me- 
Iver, Barnes & Company at Savannah. 
In 1925 he beeame associated with Frank 
Bryson, of Haines City, Florida, and in 
the following year entered practice on 
his own account at Lakeland, Florida. 
In 1927 he obtained a certified public ac- 
countant certificate from the state of Flor- 
ida. Later he was associated with Spil- 
lane & Hunter of Lakeland and again 
with Neville, MelIver, Barnes & Com- 
pany. At the time of his death he was 
land bank examiner with the farm credit 
administration at Washington. 


S. ROGER MITCHELL 


S. Roger Mitchell, founder and former 
senior partner of Peat, Marwick, Mitchell 
& Co. and one of the pioneers of the 
accountaney profession in the United 
States, died at his home, Rose Farm, at 
Purchase, New York, on June 6, 1936, 
at the age of 76. 

Mr. Mitchell was a native of Glasgow, 
Seotland. He attended schools in that 
city and the University of Glasgow. Upon 
completing his formal education he en- 
tered the firm of A. Mitchell, Jr., & Sons, 
cotton manufacturers. Mr. Mitchell 
served as captain of the First Lanark- 
shire Volunteers, Glasgow. 

While still a young man, Mr. Mitchell 
came to this country and founded the 
Mitchell Manufacturing Company, Fitch- 
burg, Massachusetts. In 1897 he formed 
a partnership for the practice of public 
accounting with James Marwick. He 
later was senior partner of Peat, Mar- 
wick, Mitchell & Co., New York. 


Mr. Mitchell was a charter member of 
the American Institute of Accountants, 
and with the exception of one year served 
on its special committee on administra- 
tion of endowment from 1919 until 1927. 
In 1930 Mr. Mitchell resigned from the 
Institute because of his retirement from 
practice. 


FREDERICK ALBERT SMITH 


Frederick Albert Smith, of Kansas 
City, Missouri, a charter member of the 
Institute, died on May 24, 1936, at the 
age of 61. 

Mr. Smith was senior member of 
Frederick A. Smith & Company. He 
was a certified public accountant of Mis- 
souri, Kansas and Texas and had served 
on the board of examiners of the state 
of Kansas from its origin in 1909 until 
1930. 

Mr. Smith was a member of the Insti- 
tute’s committee on arbitration in the 
year 1916-1917. In the year 1919-1920 
he served on the committee on state leg- 
islation and in 1923-1924 on the commit- 
tee on meetings. 


SUMMARY OF PROVINCIAL TAXATION 


The Institute has now received a copy 
of a summary of tax laws of the prov- 
ince of Ontario, affecting corporations 
and individuals, which supplements the 
summary of provincial taxation pub- 
lished by the Dominion Association of 
Chartered Accountants which was de- 
scribed in the Bulletin of the Institute 
for May, 1936. 


SUIT ATTACKING ACCOUNTANCY 
LAW APPEALED IN ILLINOIS 


The ease of Elliot vs. the University of 
Illinois, questioning the constitutionality 
of the Illinois accountancy act of 1903, 
under which the University of Illinois is 
authorized to issue certificates to appli- 
eants qualifying as certified public ac- 
countants, was appealed on May 4th to 
the supreme court of the state. The de- 
cision of Judge John Prystalski, in the 
circuit court of Cook county, dismissing 
this suit for want of equity, was reported 
in the Bulletin of the Institute for Feb- 
ruary, 1936. 
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COMMITTEE ON ACCOUNTING 
PROCEDURE 


The special committee on accounting 
procedure of the American Institute of 
Accountants, in response to a recent in- 
quiry, has issued a statement regarding 
the qualifications which, in its opinion, 
should be included in an independent 
auditor’s certificate accompanying the 
financial statements of a parent com- 
pany, when the accounts of its subsidiary 
companies have not been examined. 

The case before the committee was one 
in which the entire assets of a corpora- 
tion were in the form of securities of 
other companies, and a majority of such 
investments were in controlled subsidi- 
aries. These subsidiaries were active op- 
erating companies, and the income from 
the securities of the subsidiary compa- 
nies held by the corporation, constituted 
a majority of its income. The directors 
of the company engaged the accountant 
to make an annual audit of the accounts 
of the parent company and to certify the 
statements to be included in the stock- 
holders’ report. The directors wished 
that no audit be made of the books and 
accounts of the controlled subsidiary 
companies and advised that this fact 
should be stated in the auditor’s certifi- 
cate. 

The question submitted for the con- 
sideration of the Institute’s committee 
was as follows: Should the auditor com- 
ply with the request of the board of di- 
rectors and voluntarily omit audits of 
the controlled subsidiary companies, with 
proper reference to such fact in his cer- 
tificate, or should he insist that such 
companies be subjected to an audit be- 
fore he issues a certificate to accompany 
the statements of the parent corporation? 

In responding to this question the 
committee assumed that the report on 
which the certificate was asked was a 
report of the parent company alone and 
that the accountant had not been re- 
quested to give a certificate relating to 
consolidated statements, in view of the 
fact that he would not have examined 
the accounts of the subsidiary compa- 
nies. 

The committee called attention to cer- 
tain circumstances under which it might 
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be inappropriate for the accountant to 
give any certificate on the accounts of 
the parent company alone. It pointed 
out that where, as in this case, a major- 
ity of the assets represents investments 
in controlled subsidiaries the income 
from which constitutes a majority of 
the income, substantial error in the ac- 
counts of the subsidiaries, which seemed 
to substantiate the parent company’s in- 
vestment, would render the accounts of 
the parent company misleading to a 
third party. Determination of this ques- 
tion, according to the committee, must 
be made by the auditor based on his 
knowledge of all pertinent facts in the 
particular case. 

Assuming that the case before it for 
consideration was one in which it was 
proper for the auditor to issue a certifi- 
cate, the committee was unanimous in 
stating that the certificate should be ap- 
propriately qualified to cover the fol- 
lowing points: 

**(1) If you have not examined the 
books of account and supporting data of 
the subsidiary companies, an explanation 
of the extent of the information fur- 
nished you by the management of the 
parent company. 

**(2) The basis of valuation of the in- 
vestments, i.e., cost to the parent com- 
pany, or book value as shown by the 
statements of the subsidiaries and the 
extent to which such book value includes 
good-will or other intangible assets, if 
any. 

‘*(3) The extent to which any condi- 
tion disclosed in the accounts of the 
subsidiaries would affect the value of the 
investments as shown in the balance- 
sheet of the parent company. 

*‘(4) Either in the certificate or as 
a foot-note to the balance-sheet, there 
should be reflected the extent to which 
the equity of the parent company in its 
subsidiaries has been increased or dim- 
inished since the date of acquisition as 
the result of profits, losses and distribu- 
tions. 

**(5) Either in the certificate or in a 
foot-note to the profit-and-loss statement, 
a comparison should be shown between 
the amount of dividends received from 
each subsidiary and the amount of the 
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parent company’s equity in the earnings 
or losses of each subsidiary for the per- 
iod of the report. 

‘*(6) The opinion in the certificate 
should be appropriately qualified, hav- 
ing regard to the comments enumerated 
above.”’ 

The committee stated that there are 
no set rules whereby an auditor may de- 
termine to what extent a certificate may 
be qualified. That, it said, is a matter 
which calls for the exercise of the audi- 
tor’s personal judgment. The committee 
pointed out that it is, of course, appro- 
priate for the auditor to suggest to the 
directors the importance of examining 
the controlled subsidiaries and to explain 
that the failure to make such examina- 
tion would greatly decrease the value of 
the audit certificate because of the nec- 
essary qualifications as to material items. 


PROFESSION REPRESENTED AT 
FEDERAL TAX HEARINGS 

As reported in the Bulletin for May 
15th, the American Institute of Account- 
ants was represented at hearings on the 
pending federal revenue bill. before the 
senate finance committee by Victor H. 
Stempf, chairman of the committee on 
federal taxation. Mr. Stempf appeared 
with Clarence H. Turner, of Philadel- 
phia, a member of the committee, on 
May 7th, made a brief oral statement 
and filed a comprehensive memorandum 
commenting on various phases of the 
proposed tax on undistributed corporate 
profits. 

Five other members of the Institute 
also appeared at hearings on the meas- 
ure. The testimony given before the 
senate finance committee on May 6th by 
George O. May, attracted wide-spread 
attention and was quoted at length in 
the press. The New York Times of May 
7th reproduced his statement in full and 
later commented upon it editorially. 

Maurice E. Peloubet appeared before 
the senate committee May 7th, in be- 
half of the American Mining Congress. 
Henry B. Fernald appeared for the com- 
mittee on federal finance of the chamber 
of commerce of the United States before 
the ways and means committee of the 
house of representatives on April 7th 
and before the senate finance committee 
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on May 4th. Joseph J. Klein, of New 
York, appeared before the senate com- 
mittee on May Ist as the representative 
of the American Society of Certified 
Public Accountants. Norman G. Cham- 
bers, as chairman of the federal tax 
committee of the New York State Society 
of Certified Public Accountants, on May 
8th filed with the senate committee a re- 
port of his committee’s recommendations. 


UTILITY ACCOUNTS AND THE S. E. C. 


A uniform system of accounting for 
mutual service companies and subsidiary 
service companies subject to the public- 
utility holding company act of 1935 was 
promulgated on June 3rd by the securi- 
ties and exchange commission. The 
regulations embodying this system of 
accounting will become effective on Aug- 
ust 1, 1936. 

During early consideration of these 
regulations by the 8S. E. C., the advice 
of the American Institute of Account- 
ants was sought and the Institute’s 
special committee on public utility aec- 
counting conferred with representatives 
of the commission at Washington. The 
Institute’s committee subsequently re- 
viewed the system in tentative form. 
The committee also advised the commis- 
sion with reference to its proposed clas- 
sification of accounts for public utility 
holding companies, which has not yet 
been promulgated. 


The committee, at a conference on Feb- 
ruary 21st, suggested that, initially, the 
expenses of service companies be re- 
quired to be classified only as to the type 
or nature of expense and that consid- 
eration of further distribution by funce- 
tional accounts be deferred until the 
commission had more time to determine 
upon the practicability and value of such 
functional distribution. 


The act requires that subsidiary and 
mutual service companies render service 
at cost and the opinion of the committee 
was requested as to whether such cost 
should properly include a fair return on 
the capital furnished by the holding or 
member companies. It was the majority 
opinion of the committee that cost should 
be interpreted to include such a fair re- 
turn. 
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NEW YORK COURT RULES ON UTILITY 
ACCOUNTING REQUIREMENTS 


Objections of utility companies to ac- 
counting requirements prescribed by the 
New York public service commission 
were sustained for the most part by the 
court of appeals, the highest court of the 
state of New York, in a decision handed 
down May 19th. 

The uniform system of accounts con- 
taining the features considered objec- 
tionable by the companies was originally 
prescribed by the commission in 1933 
(see Bulletin for December, 1933), and 
was to become partially effective on Jan- 
uary 1, 1934. Certain principles of ac- 
counting laid down in the new system 
constituted radical revisions of existing 
practices. 


Many of the utility companies affected 
sought judicial review of the commis- 
sion’s action. The legal proceedings were 
consolidated (New York Edison Com- 
pamy et al., vs. Maltbie et al.) and the 
ease reached the appellate division of the 
supreme court of New York, which de- 
cided against the commission on most of 
the points involved on July 1, 1935. 

Objections of the companies to the 
new system centered on the requirements 
that: 

1. Property be stated at ‘‘original 
eost,’’ i.e., cost at the time it was first 
devoted to public service, either by the 
accounting company or a prior owner, 
and that any difference between the 
‘‘original cost’’ and the amount at which 
the property is now carried be trans- 
ferred to a suspense account, disposition 
of which account would be at the discre- 
tion of the commission. 

2. The ‘‘straight line’’ depreciation 
method be adopted. 

3. Any charge-offs of expenses in con- 
nection with the issue of capital stock 
be made to surplus. 

4. Expenses incurred by the utility 
companies in connection with cases be- 
fore federal or state regulatory commis- 
sions, or in investigations, be charged to 
a suspense account and charged off at the 
discretion of the commission. 

5. A perpetual inventory of physical 
property be maintained. 


12 


The appellate division decided against 
the commission on the first four points, 
and in its favor on the fifth. The follow- 
ing quotation is taken from the opening 
paragraph of this court’s decision: 


“The legislature granted to the commission 
power to prescribe uniform methods of keep- 
ing accounts, records and books (publie 
service law, paragraph 66, subdivision 4). 
The statute does not authorize the commis- 
sion to prescribe uniform methods of man- 
agement of the business of privately owned 
corporations. The uniformity that may be 
enforced is not as to what shall be done or 
how it shall be done, but as to book entries 
in respect to whatever is done. (Kansas City 
So. R. Co. vs. United States, 231 U.S. 450).” 


The appellate division’s ruling on the 
first requirement stated above follows in 
part: 


“It (the commission) could require that 
these facts be recorded in an account or 
memorandum disconnected from the fixed 
capital account, and thus avoid the uncon- 
stitutional requirement that losses which had 
not been suffered be shown on the books. 
. . . Many of the fixed capital accounts ord- 
ered to be redistributed contain entries re- 
flecting purchases from predecessor utilities 
that were approved by the commission and 
other entries concerning consolidation and 
purchases which have been approved by 
courts, including the supreme court of the 
United States. These entries are not made 
upon the basis of ‘original cost’ as the com- 
mission now seeks to define it. Financing 
has been carried on and transactions made on 
the basis of these figures as to fixed capital. 
A requirement that a part now be charged 
off is confiseatory.” 


As to the second requirement, it was 
held ‘‘the legislature has not granted 
the commission power to fix the method 
of setting up depreciation reserves. The 
order in this case is ultra vires.”’ 

The court rejected requirements three 
and four above as confiscatory, stating 
that the expenses referred to would be 
required to be charged to surplus or cap- 
ital account. 

As to a perpetual inventory, the ap- 
pellate division held ‘‘direct authority 
for this requirement has been given by 
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the legislature. (Public service law, par- 
agraph 114, added by laws of 1934, 
chapter 287).”’ 


The court of appeals upheld the ap- 
pellate division in a short decision, hold- 
ing that the orders of the commission 
constituted judicial acts and therefore 
were subject to review by the courts, and 
characterized them as follows: 


“., . the orders were more than general 


administrative or legislative rules. They di- 
rectly interfered with private property rights 
of these respondents. .. . 

“Nothing here decided limits the power of 
the commission to prescribe uniform meth- 
ods of keeping accounts, records and books. 
[Public service law (consolidated laws, chap- 
ter 48), paragraph 66, subdivision 4.] Under 
that power, all the information here sought 
could have been elicited from the respond- 
ents by direction of the commission that 
would have been open to none of the objec- 
tions to its present orders.” 


PUBLIC UTILITY ASSETS AND 
“ORIGINAL COST" 


In a recent address before the Illinois 
Society of Certified Publie Accountants, 
J. M. Bowlby, of Chicago, chairman of 
the Institute’s special committee on pub- 
lie utility accounting, commented upon 
the requirement of the New York public 
service commission and other regulatory 
bodies that fixed capital of public utili- 
ties should be recorded at ‘‘original 
eost,’’ defining original cost as ‘‘the ac- 
tual money cost of such property to the 
person first dedicating the property to 
publie service.’’ 

This requirement was rejected in a 
decision of the New York court of ap- 
peals on May 19th. This decision is re- 
ported on page 12 of the Bulletin. 


Following are Mr. Bowlby’s remarks, 
in part: 

“In the New York system ... no main 
account is provided which shows in one sum 
the entire investment of the company in fixed 
capital. On the contrary, as one of the sys- 
tems states (and I wish to call your par- 
ticular attention to the wording, since it 
quite definitely supports my previous state- 
ment that the primary purpose of the system 
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has been subordinated to regulatory require- 
ments), ‘in order to obtain important in- 
formation as an aid to regulation, and in 
order to lay a basis for the compilation of 
valuable statistical data’ a group of fixed 
capital accounts is prescribed, which, when 
taken in conjunction with other balance- 
sheet accounts will show (1) the original 
cost, (2) the net original cost (that is, the 
original cost less reserves for depreciation, 
amortization, ete.), and (3) the cost to the 
accounting utility. 


“Among these fixed capital accounts is one 
called ‘Fixed capital acquisition adjustment,’ 
which is designed to show the difference 
between the cost to the accounting utility and 
the original cost. The instructions as to the 
operations of this account provide that the 
amounts recorded therein shall be depreci- 
ated or amortized by charges or credits, as 
the case may be, to one of the subsidiary 
accounts of the income account. To be spe- 
cific, the instructions read that ‘until other- 
wise authorized or ordered . . . the amount 

. in account 104, fixed capital acquisition 
adjustment, applicable to fixed capital in 
service, . . . shall be depreciated or amor- 
tized at the composite rates of depreciation 
and amortization used in computing the de- 
preciation and amortization expenses of the 
fixed capital with which the depreciable and 
amortizable amounts in account 104 are iden- 
tified.’ 


“T believe I am safe in saying that it is a 
recognized basic principle that the cost of 
new property to a present owner is the 
amount which he paid therefor. It may be 
more or less than the cost to the predecessor 
owner; it may be more or less than would 
have been paid by some other purchaser; 
but, in any event, it is what the present 
owner paid and, for corporate accounting 
purposes, he is entitled to carry the prop- 
erty at such cost. It is admitted that the 
cost of public utility property when first 
devoted to public use is valuable collateral 
evidence in connection with the finding of 
value for rate-making purposes but, even 
for this purpose, it is not the only measure 
of value nor one to which the courts have as- 
signed predominant weight. The investment 
of the present owner, the cost of reproduc- 
tion, and the present value are all relevant 
factors which are entitled to consideration.” 
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ADDRESSES BY PRESIDENT OF 
THE INSTITUTE 

Analysis of provisions of the federal 
tax law, with comment on the proposed 
tax on undistributed earnings of corpo- 
rations and emphasis on the independ- 
ence of the public accountant, particu- 
larly under current economic and politi- 
eal conditions, were the themes of ad- 
dresses by Robert H. Montgomery, presi- 
dent of the American Institute of Ac- 
countants, at meetings of the Indiana 
Association of Certified Public Account- 
ants, the New Jersey Society of Certi- 
fied Public Accountants, and the Phila- 
delphia chapter of the Pennsylvania In- 
stitute of Certified Public Accountants, 
May 9th, 18th and 20th, respectively. 

FEDERAL TAXATION 

The address on federal taxation was 
made at a joint meeting of the Indiana 
Association of Certified Public Account- 
ants and the Indiana chamber of com- 
merce at the Indianapolis Athletic Club. 
Colonel Montgomery criticized the exist- 
ing federal income-tax law and the pro- 
posals for a new law providing for a tax 
on undistributed earnings of corpora- 
tions, on the ground that they violated 
the fundamentals of scientific taxation 
by taxing gross income and capital as 
well as net income, and attempted to ac- 
complish social reforms, such as distribu- 
tion of wealth, which are out of place 
in proper tax laws. 

Among the unsound provisions of the 
present law he mentioned the following: 

Taxation of gross receipts through aboli- 
tion of consolidated returns and denial of 
business and securities losses. Fluctuations 
in inventory values may indicate apparent 
profits never to be realized, but taxpayers 
are denied the right to create reserves or to 
carry over losses from one year to another. 

Taxpayers have been denied the right to 
deduct expenses incurred in the collection of 
income, such as fees to attorneys and ac- 
countants, because the expenses were alleged 
not to have been incurred in the carrying 
on of a trade or business. 

Accruals which are proper and necessary 
in good accounting, particularly in estimat- 
ing costs and expenses not precisely deter- 
minable at the end of accounting periods, 
have been disallowed. 
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Abandonment of obsolete equipment may 
justify deduction of full depreciated cost, 
but if obsolete equipment is sold for scrap 
value the losses can not be deducted. 

The taxation of profits from the sale of 
securities without permitting deductions for 
losses sustained in the same manner seems 
to be inconsistent with the constitutional pro- 
vision that taxation of gross receipts or gross 
income is illegal unless apportioned among 
the states on the basis of population. 

Charges of fraud or implications of dis- 
honesty, against persons who quite properly 
endeavor to avoid a part of the tax burden 
under the provisions of the law, are unfair. 

INDEPENDENCE 

Pointing out present social and politi- 
eal conditions, particularly the lavish 
spending by the government and the 
wide-spread popularity of ‘‘social secur- 
ity,’’ inevitably tending to destroy the 
individual independence of the citizens, 
Colonel Montgomery warned audiences 
of certified public accountants at the 
meetings at Indianapolis, Newark and 
Philadelphia that the independence of 
practising certified public accountants 
must be more jealously guarded than 
ever. ‘‘If there is no change in the pres- 
ent trend,’’ he said, ‘‘the independent 
public accountants will not be wanted by 
those in authority. . . . In the midst of 
all this turmoil and misrepresentation 
the public accountant is supposed to 
stand unmoved and uninfluenced. He 
seeks the truth, the whole truth and 
nothing but the truth. ... Never be- 
fore has there been so great a need 
for the truth, plain and unvarnished. 
The accountants have not lost their in- 
dependence, their lack of prejudice, their 
disregard of influence or bias. They are 
prepared to search for and find the truth 
and tell it no matter where the chips may 
fall.’’ He continued: 

“Accounting practice since the world war 
has increased steadily in volume and in help- 
ful service to the business public. The ele- 
ment of independence has continued to be 
the most important factor. Without inde- 
pendence there could have been and can be 
no progress. ... 

“The profession of accounting peculiarly 
calls for independence to the fullest extent. 
There may be those who yield to the im- 
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portunities of clients who would have them 
call black white, but it is to the everlasting 
credit of the profession that such cases are 
almost non-existent. And it is not because 
pressure is lacking. Unfortunately, the ten- 
dency to fool one’s self is almost universal. 
We paid $100 for something last week and 
we will contend against all comers that it is 
well worth $100 today notwithstanding a 
firm offer to replace it for $90. 

«|. When others do not keep their feet 
upon the ground we must do so. The public 
relies upon us, and has a right to rely upon 
us, not so much for unreasoning conserva- 
tism as for intelligent accuracy... . 

“Our task is all the harder because it is 
our friends, our clients, honest and firm in 
their convictions, who would have us share 
their views regarding their assets, their prof- 
its and those little or contingent liabilities 
which are not worth mentioning. Fortunately, 
the whole profession is behind each practi- 
tioner who refuses to yield when he is right.” 

In view of the dangerously unbal- 
anced federal budget, the lack of initia- 
tive among the younger citizens result- 
ing from lavish government spending, 
the tendency toward bureaucratic domi- 
nation and control of business activity, 
Colonel Montgomery urged accountants 
to become members of their state and 
national organizations. He pointed out 
that the practitioner who is alone has 
greater difficulties than those who can 
consult with fellow members in profes- 
sional societies. He also stated that those 
accountants are most truly independent 
who voluntarily submit to the proper 
discipline of the professional societies 
and in turn enjoy the support of those 
societies in the exercise of their inde- 
pendence. A large and fully representa- 
tive organization, he concluded, embrac- 
ing all the reputable certified public ac- 
countants in the United States, could 
and would speak without fear, and in no 
uncertain terms, on any question prop- 
erly falling within its jurisdiction. 


BOARD OF ACCOUNTANCY FOR THE 
DISTRICT OF COLUMBIA 


S. Frank Levy has been appointed to 
the board of accountancy of the District 
of Columbia, succeeding William G. 
Buchanan as treasurer. 
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AUSTRALASIAN CONGRESS ON . 
ACCOUNTING 


The first Australasian Congress on 
Accounting, attended by approximately 
700 accountants of Australia and other 
countries of the Southern hemisphere, 
was held at Melbourne from the 16th to 
the 20th of March. Sir George Mason 
Allard, president of the Institute of 
Chartered Accountants in Australia, 
presided as president of the congress. 
The congress was sponsored by that In- 
stitute, together with the Commonwealth 
Institute of Accountants and the Federal 
Institute of Accountants. 

An exhibition of accounting machinery 
and modern office equipment officially 
opened the congress, and this was fol- 
lowed by a reception at the Town Hall 
by the Lord Mayor, Councillor A. G. 
Wales. Later there was a members’ 
luncheon, at which the president wel- 
comed the members and guests. Among 
the societies represented at this lunch- 
eon, apart from those acting as sponsors, 
were the New Zealand Society of Ac- 
countants and the English Institute of 
Cost and Works Accountants. Greetings 
from the Society of Incorporated <Ac- 
countants and Auditors, England, were 
read. A reception by the president and 
vice-presidents was held in the late af- 
ternoon of the first day. On the evening 
of March 17th there was a banquet. 

Among the papers presented during 
the congress were the following: 


‘‘Public finance and the form and presenta- 
tion of public accounts,’’ by A. E. Barton, 
of Sydney. 

‘*The rights of preference shareholders,’’ by 
J. S. MeInnes, of Brisbane. 

‘*The auditor’s report,’’ by H. H. Cummins, 
of Hobart. 


‘*Accounting terminology,’’ by A. A. Fitz- 
gerald. 


‘*Cost accounting,’ by D. J. Nolan, of 
Sydney. 

‘*Budgetary control,’’ by L. A. Brumby, 
presented by L. A. Schumer. 

‘The history of the accounting profession 
and the position of the accountant in com- 
merce,’’? by E. V. Nixon. 

‘‘The resumption of privately owned public 
utilities,’’ by 8. Russell Booth. 
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SECRETARY VISITS OHIO CHAPTERS 


About 150 Ohio certified public ac- 
countants attended Ohio society chapter 
meetings at Columbus, Dayton, Cincin- 
nati, Toledo and Cleveland, between May 
4th and May 11th, at which John L. 
Carey, secretary of the American Insti- 
tute of Accountants, was a guest. 

At all these meetings Mr. Carey 
stressed the conerete services rendered 
by the Institute to the profession as a 
whole and to individual practitioners, 
and briefly sketched the structure and 
resources of the national organization. 
Among illustrations of these services 
were mentioned the current campaign of 
education on the natural business year; 
the development of a code of professional 
ethies ; the uniform examination adopted 
as the C. P. A. examination in 36 states 
and territories; active codperation with 
such bodies as the New York stock ex- 
change, the Robert Morris Associates, 
the National Association of Credit Men, 
the American Petroleum Institute, the 
Investment Bankers Association, the se- 
eurities and exchange commission, the 
federal power commission and the fed- 
eral home loan bank board. 

The regular publications of the In- 
stitute, as well as special releases such as 
Audits of Corporate Accounts, Exami- 
nation of Financial Statements by Inde- 
pendent Public Accountants, Accounts 
of Governmental Bodies and the stand- 
ard form of bank confirmation, were also 
cited as examples of the Institute’s prac- 
tical contributions to the practice of ac- 
countanecy. The library and bureau of 
information, the employment exchange 
and the benevolent fund were mentioned 
as illustrations of direct services to mem- 
bers. 

Attention was called to other construc- 
tive enterprises which could be under- 
taken with increased membership and 
resourees, and to the fact that all en- 
trance fees had been waived in the cases 
of members of state societies who ap- 
plied for membership in the Institute 
prior to September 1, 1936. 

At Columbus, L. D. Keller, president 
of the local chapter of the Ohio Society 
of Certified Public Accountants, intro- 
duced the secretary of the Institute at a 
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dinner meeting at the Athletic Club, 
May 4th. E. A. Cole and S. J. Bowers, 
of the state tax commission, spoke on the 
new Ohio ‘‘use’’ tax, designed to prevent 
evasion of the sales tax. The meeting ad- 
journed formally at 9 P. M., as sched- 
uled, but most of those present remained 
for discussion of professional questions 
until about 10:30 P. M. 

At Dayton, the secretary was wel- 
comed and entertained on May 5th by 
John E. Eberly, president of the Day- 
ton chapter; Hugh E. Wall, member of 
the special committee on development of 
the Institute; Harry E. Cuthbertson, 
secretary of the Ohio society and a mem- 
ber of the Ohio state board, and Gordon 
S. Battelle, member of the Institute. A 
dinner meeting of the Dayton chapter 
took place at the Dayton Biltmore hotel, 
at which J. A. Hawk was elected presi- 
dent for the ensuing fiscal year, after a 
competing candidate, evidently repre- 
senting the reactionary element in the 
chapter, had retired in some confusion 
following sharp debate. 

The Cincinnati chapter held a lunch- 
eon meeting at the Netherland-Plaza 
hotel, May 6th, at which Abner J. Starr, 
chapter president, presided. Following 
a short address by the secretary of the 
Institute, about a half-hour was devoted 
to questions and discussion. On the fol- 
lowing day Mr. Starr, Richard C. Ken- 
nedy, vice-president of the chapter, and 
C. E. Reinhardt entertained the secre- 
tary, in a manner somewhat costly to 
him, on the links of the Ridgewood coun- 
try club. 

At Toledo the afternoon of May 8th 
was spent by the secretary on the famous 
Inverness golf course, and adjoining 
fields, in the company of H. L. Dalton, 
T. J. Dolan and R. P. Nelson. A dinner 
arranged by the local chapter of the 
Ohio society was served at the Toledo 
club at 7:00 P. M., after which there was 
a short meeting at which Mr. Dolan pre- 
sided. Mr. Dalton introduced the In- 
stitute’s secretary, in the technical ab- 
sence of J. E. Madden, president of the 
Toledo chapter, who could not be found, 
although his voice was heard to the effect 
that his election to office had not been 
legal. 
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In Cleveland a luncheon meeting of 
the chapter was held on May 11th at the 
Cleveland chamber of commerce. Vernon 
J. Moore, president of the chapter, pre- 
sided and Robert E. Warren, member 
of the special committee on development 
of the Institute, introduced the secretary 
of the Institute, whose brief address was 
followed by discussion. After informal 
talks about Institute affairs with various 
members during the afternoon, the sec- 
retary departed for New York and home. 


PLAN FOR LOCAL SETTLEMENT 
OF TAX DISPUTES 


Efforts now being made by the United 
States treasury department to achieve a 
greater degree of decentralization of ad- 
ministration of federal income-tax laws 
are praised by the committee on federal 
taxation of the American Institute of 
Accountants as a step toward greater 
efficiency and economy. 

The committee calls attention to a re- 
cent announcement by the commissioner 
of internal revenue that the internal 
revenue agent-in-charge of one division 
of the income-tax unit has been author- 
ized to issue final notices of deficiency 
and assume other responsibilities hith- 
erto reserved to the income-tax unit at 
Washington. Under this procedure the 
internal revenue agent-in-charge at 
Cleveland, Ohio, assumes the authority 
of the income-tax unit at Washington 
in the conduct of proposed increases in 
tax liability and in the consideration 
of the entire record in the endeavor to 
achieve agreements with the taxpayers. 
(See Bulletin for May 15, 1936.) 

The new procedure was announced as 
a further step in the plan of the com- 
missioner ‘‘to improve the administra- 
tion of the income-tax laws and enable 
taxpayers to settle their cases at home.’’ 
It is intended also, according to the 
treasury department announcement, to 
enable the bureau of internal revenue to 
expedite the work of audit and inves- 
tigation. 

“This step,” said Victor H. Stempf, chair- 
man of the Institute’s committee, “is directly 
in line with the report on British income- 
tax procedure transmitted to the joint con- 
gressional committee on  internal-revenue 
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taxation in 1934 by Roswell Magill, special 
assistant to the secretary of the treasury, 
L. H. Parker, chief of the staff of the com- 
mittee, and Eldon P. King, special deputy 
commissioner of the bureau of internal reve- 
nue. This report pointed out several advan- 
tages of the British system of income-tax- 
law administration, principally its decentrali- 
zation, and suggested that certain features 
might be introduced into the American sys- 
tem. 

“The report stated that ‘the assessment 
and collection of taxes in Great Britain has 
been kept practically current; appeals are 
comparatively few, and taxpayers are well 
satisfied with the fairness and efficiency of 
the revenue service. . . . The good results 
secured under the British system of admin- 
istration suggest a more decentralized ad- 
ministration of the federal income-tax law 
and the employment of sufficient field force 
to make a thorough and accurate determina- 
tion at the first points of contact with the 
taxpayer. Because of present practical 
considerations, it is probable that this plan 
should first be tried out in one area’. 

“The machinery has now been established 
to try out this plan in the Cleveland area, 
and it is greatly to be hoped that efforts 
will be continued along the same lines to 
eliminate the complexities of administration 
which have made the collection of income 
taxes so inconvenient and so costly, both to 
the taxpayer and to the government.” 


COURSE FOR EXECUTIVES OFFERED 
BY HARVARD UNIVERSITY 


In conjunction with the celebration 
of the 300th anniversary of the founding 
of Harvard University, the Harvard 
graduate school of business administra- 
tion has announced that during the 
month of July it will again hold its 
four-weeks course of study in accounting 
problems for business executives. 

This course was given each year from 
1928 through 1931, and was attended by 
approximately 700 men, representing 
350 companies. This year it will be un- 
der the direction of Professor T. H. 
Sanders and will consist of discussion of 
problems arising in the construction and 
interpretation of financial statements. 
Actual business data will be used as a 
basis for the discussion. 
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NATURAL BUSINESS YEAR 


The natural business year has been 
the subject of consideration by influen- 
tial members of several of the country’s 
largest industries during recent weeks. 


At the annual meeting of the Inter- 
national Harvester Company held on 
May 14th the adoption of a new fiscal 
year ending October 31st was announced. 
The company had previously used the 
calendar year as its fiscal year. The rea- 
sons advanced for the change were that 
the company’s operations in various 
parts of the world are conducted on the 
bases of different fiscal years determined 
by the nature of their opeations and that 
the year ending October 31st was most 
suitable under the circumstances for the 
parent company and its many subsidi- 
aries. (Deere & Company, also in the 
farm equipment industry, has operated 
on a fiscal year ending October 31st since 
1912, and tells the council that this date 
has proved entireiy satisfactory. ) 


The natural business year council re- 
ports that, at the request of Roland H. 
Zinn, vice-president of the United States 
Leather Company, the natural business 
year will be placed on the program for 
discussion at the next general meeting 
of the Tanner’s Council of America, 
which will be held in October. The year 
ending October 31st is used for fiscal 
purposes by the United States Leather 
Company and also by the Fred Rueping 
Leather Company and several others in 
that field. 

Warner Bros. Pictures, Inc., has writ- 
ten the council that the motion picture 
season runs from Sept. Ist of each year 
to August 31st of the following year, and 
adds the following: ‘‘Inasmuch as our 
experience has shown that approximately 
75% of the revenue from a picture is 
earned within the first six months, there 
is a distinct advantage in having the 
fiseal year end on August 31st, as the 
operating results may then be attributed 
to the product released during that par- 
ticular season.’’ It is understood that 
the Motion Picture Producers and Dis- 
tributors of America, Inc., has the sub- 
ject of the natural business year before 
it for consideration. 
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Literature on the natural business 
year, supplied by the council, was dis- 
tributed at a recent meeting of the 
United Typothetae of America, held at 
Cincinnati. Evidence of the interest of 
printers in the subject is an article in 
a recent issue of the Minneapolis Ty- 
pothetae Letter, which described at 
length the advantages of adopting the 
proper fiscal period. 


The Ronald Press Company has agreed 
to include in its publications dealing 
with corporate practice statements of the 
advantages of natural fiscal years. 


The Corporation Trust Company has 
expressed willingness to draw the atten- 
tion of incorporators of new companies 
to the possible advantages of selecting 
a fiscal year other than the calendar 
year. ra 


The national board of directors of the 
National Association of Cost Account- 
ants, meeting on April 23rd, adopted a 
resolution endorsing the principle of the 
natural business year and suggesting the 
subject for discussion at the annual 
meeting of the organization to be held 
at Cincinnati on June 24th. 


INSTITUTE COMMITTEE ON NATURAL 
Bustness YEAR 


As this Bulletin goes to press, Charles 
B. Couchman, of New York, chairman of 
the Institute’s special committee on nat- 
ural business year, is at Richmond to 
address members of the National Asso- 
ciation of Credit Men at their annual 
convention. An attendance of 2,000 or 
more was expected. 

Mr. Couchman’s address, in which he 
planned to explain the objectives of the 
natural business year council and indi- 
cate how credit men can codperate in its 
work, was scheduled for June 12th. Each 
of those present was to receive a copy of 
the council’s pamphlet, Zhe Natural 
Business Year as the Proper Fiscal Per- 
iod, the reprint of Alexander Wall’s 
article on the natural business year 
which appeared in Domestic Commerce, 
publication of the bureau of foreign and 
domestic commerce, and a copy of the 
tentative list of suggested fiscal closing 
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dates recently published by the natural 
business year council. 

In addition, the subject of the natural 
business year was scheduled for discus- 
sion at 38 group meetings representing 
480 groups interested in various com- 
modity lines. Each of the credit men at- 
tending these group meetings was to re- 
ceive a copy of a brief questionnaire 
regarding the natural business cycle of 
the concern with which he was associ- 
ated. This was in the form of a posteard 
to be mailed to the council. 


State Society Activities 

During the month of May the Insti- 
tute’s special committee on natural busi- 
ness year mailed to the president of each 
state society of certified public account- 
ants a letter pointing out the desirability 
of undertaking as soon as possible a pro- 
gram to advance the campaign backed 
by the natural business year council. 

As chairman of the committee, Mr. 
Couchman explained that the national 
eouncil could do no more than initiate 
the campaign, supply information and 
obtain the codperation of other agen- 
cies in bringing the project to a success- 
ful conclusion. He pointed out that each 
individual certified public accountant 
would benefit only from changes in fiscal 
years among his own clientele, which 
could be induced only by local effort. 
The committee’s letter contained the fol- 
lowing specific suggestions : 

‘**(1) If you have not already done so, 
get in touch with the representatives in 
your community of the Robert Morris 
Associates, the National Credit Men’s 
Association, Dun & Bradstreet and the 
N. A. C. A. as these four bodies are co- 
operating very closely in this movement 
and give a great deal of time and 
thought to the best methods of accom- 
plishing its purpose. 

**(2) Try to secure the aid of business 
men who are on a fiscal year other than 
the calendar year, in having them influ- 
ence other business men by pointing out 
the advantages of the natural year for 
their fiancial statements. 

**(3) Impress upon each member of 
your society the necessity of their con- 
sulting with their own clients regarding 
the advantages that might accrue to such 


19 


clients from the use of the natural year. 

**(4) This subject should be made the 
topic of addresses before business or- 
ganizations, clubs, conventions of busi- 
ness men and the like in your state. 

**(5) Attorneys who draw up charters 
for new corporations are in a position to 
recommend the natural business year, 
if you can persuade them to do so. Also 
new corporations are constantly being 
formed in every state and efforts should 
be made to influence the officers of these 
corporations to start out with the natu- 
ral business year.’’ 


List oF NaturaL CLostna DatTEs 
PUBLISHED BY N. B. Y. Counci. 

After extensive research during the 
past six months, the natural business 
year council has published a tentative 
list of suggested fiscal closing dates ap- 
plying to 211 trades and industries. 
Criticism by accountants and others is 
invited, and the fact is stressed that the 
list is wholly tentative. Changes will 
probably be made before publication of a 
final list, as indicated in the following 
introductory matter: 

“The following dates, indicated as those at 
which it appears desirable for various types 
of business to close their accounts for the 
fiscal year, are based on a survey of present 
practice including correspondence with rep- 
resentative companies and trade associations, 
returns from questionnaires to certified pub- 
lic accountants, a study of the natural busi- 
ness year by the University of Illinois, a 
study of seasonal fluctuations in business by 
the Bureau of Economic Research and sta- 
tistics furnished by credit reporting agencies. 


“Some of the dates listed are open to de- 
bate, but all are based on reasonably con- 
vineing evidence. In many eases it is now 
impossible to do more than indicate a sea- 
son at which the fiscal year should end. Often 
a date a month earlier or later than the one 
indicated would be equally suitable. 

“Tt should be borne in mind that peculiar 
conditions in individual companies might 
make desirable a departure from the gen- 
erally recommended date in that line of busi- 
ness. 


“Criticism of any of these suggested dates 
will be welcome and will assist in the pub- 
lication of a final, authoritative list, which 
is planned for the near future.” 
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The dates tentatively suggested are as 


follows: 


TRADE OR INDUSTRY 
Advertising, outdoor 
Advertising agencies 
Aeronautical supplies—mfr. 
Agricultural implements—mfr. 
Air transportation companies 
Aireraft—mfr. 

Airports 

Automobiles—mfr. 
Automobiles—retail 
Automotive accessories—mfr. 
Automotive accessories—w’ sale 
Awnings and sunshades—mfr. 


Bags, burlap & buckram—mfr. 

Bakeries 

Barber shop & beauty parlor 
supplies—mfr. 


Batteries, electrical—mfr. 

Beverages, non-alcoholic—mfr. 

Blankets—mfr. 

Books—publishing 

Books, school & college—pub. 

Books—retail 

Breweries 

Bricks—mfr. 

Brokers 

Brooms & brushes—mfr. 

Brush fibres—mfr. 

Building contractors 

Buttons—mfr. 

Candy—anfr. 

Candy—wholesale 

Canning 

Canner’s equipment—mfr. 

Canvas goods—mfr. 

Cemeteries 

Charitable institutions 

Clay & stone products—mfr. 

Cleaning & dyeing establish- 
ments 

Clothing, men’s—retail 

Clothing, work—mfr. 

Club, women’s 

Coal—mining 

Coal—retail 

Coal—wholesale 

Coffee merchants 

Colleges 

Containers, paper—mfr. 

Contractors, general 

Copper products—mfr. 

Cordage—mfr. 

Corsets & brassieres—mfr. 


CLOSING DaTE, 
Last Day or: 


March 
July 
September 
September 
April 
November 
April 
October 
November 
Oct.-Nov. 
January 
August 
February 
June 


September 
June 
September 
February 
June 

June 

June 
September 
March 
November 
June 

May 
February 
June 

April 

July 

Mar. to May 
September 
November 
March 
May or Nov. 
October 


November 
January 
July 

June 

Mar. to Apr. 
May 

April 

May 

June 
April 
February 
June 
September 
December 
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TRADE OR INDUSTRY 


Corsets & brassieres—retail 
Cotton compresses 

Cotton gins 

Cotton plantations 

Cotton merchants 

Cotton goods, finished—mfr. 
Cotton seed crushers—mfr. 
Cotton seed oil—mfr. 
Crockery and glassware—mfr. 
Dairy & produce companies 
Dried fruits—packing 
Drugs—retail 
Drugs—wholesale 

Dry goods—retail 

Dry goods—wholesale 
Elastic webbing—mfr. 
Electrical appliances—retail 
Engines, gasoline—mfr. 
Engines, marine—mfr. 
Feed—mfr. 
Fertilizer—mfr. 

Filling stations 

Fisheries 

Florists—retail 
Flour—amilling 

Foundries & machine shops 
Fraternal organizations 
Fruit & vegetable brokers 
Fur—mfr. 

Fur merchants 
Furniture—nmfr. 
Furniture—tretail 

Garages 

Garments, silk—mfg. 
Gasoline, refining 

General merchandise—retail 
Gift shops 

Glass—mfg. 

Gloves—mfg. 

Grain dealers 

Grain, mills & elevators 
Groceries—retail 
Groceries—wholesale 
Hairpins—mfg. 
Hardware—mfg. 
Harvesting machinery 
Hatcheries, chicken 
Hats—mfg. 

Hosiery—mfg. 

Hotels, residential 

Hotel, resort (closed part time) 


Hotels, transient or all-year 
resort 





CLOSING Dare, 

Last Day or: 

July 

July 

June 

March 

July 

September 

June 

June 

January 

Feb. or Mar. 

May 

September 

June 

January 

November 

June 

June 

September 
September 

May to June 

May to June 
September 

April 

September 

May to June 
January 

August 

June 

March 

January 

November 

June 

September 
November 

October 

January 

May 

June 

November 

June 

May-June 

June 

June 

May 

June 

Aug. or Sept. 

June 
October 
November 
June ] 
Last month ] 
of season ] 
Variousmos. | | 
except Dee. ] 
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TRADE OR INDUSTRY CLOSING DATE, 


LAST DAY OF: 


TRADE OR INDUSTRY CLOSING DATE, 


Last Day OF: 


Hunting & fishing clubs February Radio—retail March 

Ice, artificial—mfg. October Railroads, street & interurban June 

Insecticides—mfr. October Railroad equipment—mfg. March 

Jewelers—mfg. & silversmiths Nov. or Mar. Ready-to-wear, ladies—retail January 

Jewelry & silverware—wh’sale Feb.-Mar. Real estate—agencies September 

Jewelry & silverware—retail January Real estate holding companies September 

Jute—mfg. August Refrigerating equipment— 

Laundries June mfg. Sept.-Oct. 

Laundry equipment—mfg. July Restaurants June 

Leather—mfg. October Rice, milling June-July 

Leather, artificial—mfg. October Roads machinery November 

Leather goods—retail January Roofing & waterproof paper— 

Licorice—mfg. November mfg. June 

Lime—production November Rubber goods—mfg. October 

Linens—mnfg. October Rubber tires—mfg. October 

Luggage—retail October Rugs & carpets—mfg. June 

Lumber products—mfg. October Saddleries May 

Mail order houses January Salt—mfg. June ' 

Marine contractors February Schools, private June or Aug. 

Mattresses—mfg. July Screens, ete., mfg. June 

Meat, packing October Securities Exchanges September 

Millinery—retail June Seeds, wholesale & retail June 

Motion pictures, production August Sewerpipe, mfg. October 

Motors, drills, ete., electrical Sheet metal—mfg. March ml 
—nmfr. September Shipbuilding June “ 

Music—retail January Ship lines September ‘ 

Musical Instruments—retail June Shoes—mfg. October . 

Newspapers August Silk & rayon—mfg. May 

Office buildings May Snapfasteners—mfg. June 7 

Office equipment—mfg. June Soap—mfg. June le 

Office supplies—retail May Socks, infants’—mfg. July i 

Oil, production June Soda fountain equipment— * 

Oil field waste & salt water mfg. September fe 
disposal November Sporting goods—mfg. October 

Oil well drilling contractors July Stationery—retail June C 

Oil well supplies December Steel & iron products—mfg. June iM 

Orange groves September Store fixtures—mfg. September le 

Pads, cotton & sisal—mfg. November Stoves & furnaces—mfg. June by 

Paints & varnishes—mfg. November Sugar, beet—mfg. March € 

Paper—mfr. April Sugar, cane—mfg. September d 

Paper—wholesale June Sugar, refining September 

Paper novelties—mfg. April Sugar cane mill equipment— 

Paving contractors March mfg. June 

Photographers April Sulphur, refining March 

Pickled products, packers March Textile, cotton—mfg. September 

Plows & planters—mfg. June Theatres, legitimate June 

Plumbers materials—wholesale February Theatre building ownership June 

Pneumatic machinery—mfg. April Tiles—mfg. September 

Pottery—mfg. June Tobacco—mfg. February 

Poultry farms September Tobacco, plantations November 

Poultry supplies—mfg. November Tobacco, warehouses May 

Printing equipment—mfg. August Toys, mfg. September 

Radio—mfg. Mar.-April Toys, retail January 

Radio—wholesale January Underwear, knit—mfg. October 
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Wall paper—wholesale June 
Warehouses, cold storage March 
Wharfs March 
Wire & fencing—mfg. June 
Wiring devices, electrical April 
Woolens, mfg. Oct.-Nov. 
January 


Wrapping supplies, wholesale 


NaTuRAL Bustness YEAR FOR Sort 
DrInK MANUFACTURERS 


The natural business year council has 
released the following statement on the 
natural business year of the soft drinks 
manufacturing industry. 

“The period, October Ist to September 
30th, is the best fiscal year for manufacturers 
of soft drinks. With some industries the cal- 
endar year makes a satisfactory fiscal year; 
with others, seasonal factors make it advis- 
able to adopt some other twelve-month pe- 
riod as the measure of a complete cycle of 
operations. The soft drinks manufacturing 
industry very definitely falls within the lat- 
ter class. 

“The September 30th closing has been 
adopted, for obvious reasons, by such rep- 
resentative companies as the Charles E. 
Hires Company, the Liquid Carbonie Cor- 
poration and the Canada Dry Ginger Ale 
Company. At that date the peak of busi- 
ness has passed with the summer months 
and thereafter all activities point to a new 
business year. On the basis of the results 
of the preceding season, merchandising plans 
are to be made for the following summer. 
Salesmen’s efforts are directed to the new 
season’s business. The office staff is rela- 
tively free for the task of taking inventory 
and closing accounts, and the annual audit 
interferes least with productive activities. 
Inventories are lowest and the cash position 
best. Financial statements as of this date 
reflect the results of a complete natural 
cycle of operations and most accurately show 
the condition of the company. 

“There may, of course, be special cireum- 
stances surrounding individual companies 
which make it desirable to adopt a fiscal year 
different from the one most advantageous 
to the members of the industry generally, 
but in the absence of such special circum- 
stances, the advantages of operating on the 
‘natural business year’ of the industry are 
substantial. They have been set forth in 
detail by the natural business year council.” 


ACCOUNTING FOR SAVINGS AND 
LOAN ASSOCIATIONS 


A Standard Accounting Manual for 
Savings, Building and Loan Associations 
has recently been published by the 
American Savings and Loan Institute, 
national educational and research or- 
ganization. The new manual supersedes 
the accounting manual and forms for 
federal savings and loan associations 
published earlier by that organization. 

Early in 1935 the accounting division 
of the United States Building and Loan 
League undertook to prepare standard 
report forms for associations and later 
decided to combine with this work the 
development of a standard system of ac- 
counting. The staff of the American 
Savings and Loan Institute prepared the 
details of the system of accounting and 
reports, with the advice of the account- 
ing division of the league and the ac- 
counting experts of the federal home 
loan bank board. The results were dis- 
cussed in November, 1935, at a two-day 
conference at Cincinnati, attended by 
nearly one hundred savings and loan 
managers, supervisors and accounting 
experts. There was general agreement 
on the principles and most of the details 
now incorporated in the new manual. 

The manual begins with a discussion 
of the necessity of accounting in the sav- 
ings and loan association and the value 
of financial reports and ratios. It ex- 
plains the fundamental principles of any 
accounting system and then describes 
the system devised for savings and loan 
associations. 

The accounting system is outlined in | 
great detail. It describes each item in 
the chart of accounts and discusses the 
proper accounting for all transactions 
which might be expected to occur in the 
conduct of a building or savings and loan 
association. It gives particular attention 
to transactions which are peculiar to this 
kind of enterprise. In doing so, it dis- 
cusses problems of management and 
shows the relation between accounting 
and management. A section is devoted 
to the adaptability of the standard ac- 
counting system to machine equipment, 
and the manual closes with instructions 
for installation of the system. 
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WISCONSIN COURT UPHOLDS STATE 
ACCOUNTANCY ACT 


Denial of a request for permanent in- 
junction to restrain the Wisconsin state 
board of accountancy from enforcing the 
two-class restrictive act passed at the 
1935 session of the legislature (text of 
act reprinted in Institute Bulletin, De- 
cember, 1935), was contained in a ruling 
of the circuit court of Dane County, 
Wisconsin, dated April 6, 1936. 

The court indicated that the plaintiffs, 
who apparently would not suffer unreas- 
onably through any of the provisions of 
the new act, being entitled to register 
under its provisions and continue to 
practice as before, could not legitimately 
complain in view of the rule of law that 
‘*statutes are not to be declared uncon- 
stitutional at the suit of one who is not 
a sufferer from their unconstitutional 
provisions..... ’? The court indicated, 
however, that the scope of proper exer- 
cise of the police power of the state had 
been extended to include the publie wel- 
fare and general prosperity in a finan- 
cial way and that when the appellate 
court has not specifically passed ad- 
versely on the same legislation, and it is 
not clearly unconstitutional, and is leg- 
islation concerning which a_ plausible 
and reasonable showing of validity can 
be made, the trial court should not pre- 
sume to set it aside. The court in the 
present instance sustained a demurrer 
to the complaint. 

The plaintiffs in the case were a group 
of public accountants, none of whom held 
a C.P.A. certificate, and their lengthy 
brief attacked the act on a number of 
points, among them the following: that 
the law constituted class legislation dis- 
criminating in favor of certified public 
accountants and against public account- 
ants; that the authority vested in the 
board of accountancy to pass on appli- 
cants and issue certificates, to set reason- 
able standards of professional conduct 
and to suspend and revoke certificates 
constituted a delegation of legislative 
powers; that the purpose of certain pro- 
visions was to establish a monopoly and 
special privileges for certified public ac- 
countants; that the act was not a proper 
exercise of the police power, and that it 
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constituted an unlawful restraint on 
the rights of the publie to contract for 
auditing services involving no element 
of danger to the public health, safety or 
welfare. 

The plaintiffs referred to the fact that 
while there were believed to be 332 cer- 
tified public accountants in the state of 
Wisconsin, and about 600 practising ac- 
countants who were not certified, the act 
limited membership on the board of 
accountancy to certified public account- 
ants. They mentioned that certificates 
might be issued without examination to 
certified public accountants of other 
states, but that residents of Wisconsin 
could not obtain the certificate without 
sitting for examination. They claimed 
that the requirements governing issu- 
ance of a certificate of authority to 
practise as a public accountant were 
arbitrary ; for example, the requirement 
of four years’ experience in public prac- 
tice prior to the date of application. The 
complaint referred also to a provision in 
the act requiring a certified public ac- 
countant or a public accountant, when 
certifying financial statements, to dis- 
close any financial interest in the client, 
or the fact, if it exists, that the account- 
ant is an officer or employee of that 
client. 


The Wisconsin Society of Certified 
Public Accountants and the Publie Ac- 
countants Association of Wisconsin filed 
a brief, as friends of the court, in de- 
fense of the act. They emphasized the 
fact that the plaintiffs had no standing 
to attack the constitutionality of the act 
as a whole, because each of them be- 
longed to the class which was granted 
by the new law the right to registration 
as a public accountant, and, therefore, 
by fulfilling the simple requirement of 
registration and payment of a nominal 
fee could continue practising publie ae- 
counting as in the past. The brief stated 
that it was a well-established principle 
of constitutional law that a person could 
not legitimately attack the constitution- 
ality of a provision which did not affect 
him adversely. 

The friends of the court also con- 
tended that public accounting is a pro- 
fession in which the publie has such an 


q 


———————_ wT ©Y!lr?aeetTx's =< ve.) 














Bulletin of American Institute of Accountants 


interest as to warrant regulation of the 
type undertaken by the state. Numerous 
court decisions in various states were 
cited to uphold the contention that issu- 
ance of C. P. A. certificates, aside from 
any restrictive feature, is constitutional. 
Turning to the restrictive feature of the 
present Wisconsin act, the friends of the 
court argued that in Wisconsin statutes 
and decisions there was ample precedent 
for regulation of activities as closely re- 
lated to the financial well-being of the 
publie as accountancy. Reference was 
made to Oklahoma, Illinois and Tennes- 
see supreme court decisions in which 
restrictive accountancy laws enacted in 
those states had been held unconstitu- 
tional, but it was said that these deci- 
sions appeared not to be in harmony 
with the Wisconsin attitude toward reg- 
ulation of professions and other occupa- 
tions. 

The last major point in the brief of 
the Wisconsin Society of Certified Pub- 
lie Accountants and the Public Account- 
ants Association of Wisconsin was to the 
effect that creation of a closed class of 
‘‘publie accountants’? and ‘‘an open 
class of certified public accountants’’ 
does not offend against any constitution- 
al rights. In support of i/:is argument, 
statutes providing for the licensing of 
physicians, dentists, pharmacists, chiro- 
practors, chiropodists and barbers were 
cited. The full text of the court’s ruling 
is as follows: 

StaTe or Wisconsin, In Crrcurr Court, 
Dane County 

Edwin L. Wangerin, George Heiser, Jr., 

Ray M. Nosseck, William Sidney Schmidt, 


Plaintiffs, 
—vs— 


Wisconsin State Board of Accountancy, 
et al., 
Defendants. 
Before Hon. A. G. Zimmerman, Judge. 
Ruiting On DEMURRER 


By the Court: 

This is a suit in equity to restrain the en- 
forcement of chapter 481 of the laws of 1935 
because of alleged unconstitutionality with 
reference to certain powers granted to the 
board of accountancy interfering with the 
right of private contract and the right of 
private individuals to engage in their busi- 
ness of public accountants. 


Chapter 135 of the statutes of 1933 and 
theretofore for many years (amended and 
superseded by the law of 1935), was a regu- 
latory act and provided in detail for a board 
of accountancy and its proceedings as to ex- 
aminations and issuing and revoking of cer- 
tificates to public accountants enabling them 
to do business as certified public account- 
ants. It did not prevent any other public 
accountants to do business as an expert pub- 
lic accountant but merely prevented such 
accountant from holding himself out as a 
certified public accountant. 

The law of 1935 in general added consid- 
erable detail some of which is alleged to be 
invalid, but the main change complained of 
is that in effect preventing any public ac- 
countant from practising his calling unless 
he has placed himself under certain restric- 
tions of the law as to the registration and 
furnishing satisfactory evidence of good 
moral character. 

Incidentally, apparently the only part of 
the new law that affects the plaintiffs herein 
is that part of section 135.06 which provides 
for registration for a small fee and that the 
board must issue a statement of authority 
to practise as a “public accountant’’,— 

“to each individual, who applies before 
December 1, 1935, who presents evidence of 
good moral character satisfactory to the 
board and (a) who furnishes satisfactory 
evidence he was maintaining an office in the 
state for the practice of public accounting 
on his or her own account at the date of the 
taking effect of this chapter”, September 29, 
1935. 

So that as very little being apparently re- 
quired of the plaintiffs by the new act to 
enable them to continue in their present pro- 
fession as merely “public accountants”, and 
that little not seeming to be arbitrary or un- 
reasonable, it would appear that there is 
little that they may legitimately complain of 
in view of the rule of law that,— 

“Statutes are not to be declared unconsti- 
tutional at the suit of one who is not a 
sufferer from their unconstitutional provi- 
sions” ,— 

though there may be numerous grounds of 
attack present “even if well assigned,” that 
do not affect the complainants. State ex rel 
Kellogg vs. Curreus, 111 Wis. 431, 432. 

On the general question as to whether this 
legislation is within or without the proper 
legislative exercise of the police power, which 
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it seems is controlled in the main so far as 
here applicable, by the points as to whether 
the legislation is affected with a public in- 
terest and as to whether it is not arbitrary 
or unreasonable, it is said in Nebbia vs. New 
York, 291 U.S. 502: 

“Tt is clear that there is no closed class or 
category of business affected with a public 
interest, and the function of the courts in 
the application of the fifth and fourteenth 
amendments is to determine in each case 
whether circumstances indicate the challenged 
regulation as a reasonable exertion of gov- 
ernmental authority or condemn it as arbi- 
trary or discriminatory”. 

While formerly the police power had to 
do more particularly with matters affecting 
the public health, morals, or safety, in a 
somewhat restricted sense, it now is held to 
go further and to include the public welfare 
and general prosperity in a financial way as 
well. 

In Building Height cases 181 Wisconsin 
519, 522, on this line, the following is ap- 
provingly quoted: 

“‘The police power of a state embraces 
regulations designed to promote the public 
convenience or the general prosperity as well 
as those to promote public health, morals, or 
safety; it is not confined to the supression 
of what is offensive, disorderly or unsani- 
tary, but extends to what is for the greatest 
welfare of the state’ ”. 


Bacon vs. Walker, 204 U.S. 311; Chicago 
B. & Q. R. Co. v. People, 200 U.S. 561. 

In view of many varying decisions, it may 
well be that a plausible showing may be 
made concerning the invalidity of this legis- 
lation; yet in view of the considerable 
similar regulatory legislation in this state 
affecting private business, it can hardly be 
argued with any force that this legislation is 
unreasonable or arbitrary. 


And while it may be more or less effeec- 
tively set forth that the legislation largely 
affects private interests, and less effectively 
asserted not to be affected with a public in- 
terest; still it would seem that there are 
altogether too persuasive indications of the 
legislation being very effectively imbued with 
highly important public interests justifying 
regulatory legislation and forbidding inter- 
ference on constitutional grounds, when 
there is noted the great dependence of the 
public and its prosperity and welfare, upon 
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public accountants and their reports in con- 
nection with the banking business, the ad- 
ministration of the real-estate law, the public 
securities law, the great dependence thereon 
in the administration of the income-tax law, 
of the inheritance-tax law, and the great and 
almost only dependence of the great numbers 
of individual bond and stockholders upon 
public accountants for their knowledge of 
corporate businesses as to values of stocks 
and bonds that are now so numerously secat- 
tered in small amounts among the public. 

While similar laws have been held uncon- 
stitutional in the states of Oklahoma, IIli- 
nois, and Tennessee, yet the reasons for such 
holdings there given do not seem to be in 
harmony with the trend of similar legislation 
and holdings thereon in this state; and the 
court feels that as there appears to be no 
direct inhibition in the constitution itself or 
in our decisions against such legislation; and 
as it appears to come within Wisconsin’s 
more liberal and reasonable interpretation of 
the regulatory police powers of the state, 
that there is no clear and satisfactory show- 
ing justifying interference with the act on 
constitutional grounds, especially considering 
the limited interests therein at this time of 
the plaintiffs in this action—the law ap- 
parently enabling them to continue in their 
present business as public accountants by 
complying with slight and not unreasonable 
conditions. 

It is not the province of the court—es- 
pecially a nisi prius court—to endeavor to 
establish the unconstitutionality of legisla- 
tion. On the contrary, it would seem to be 
its duty to uphold legislation if in any plau- 
sible and reasonable view of the constitu- 
tional provisions and court interpretations 
thereof it may be done. 

And when the appellate court has not 
more or less specifically passed adversely on 
the same or similar legislation, and it is not 
clearly unconstitutional, and is legislation 
concerning which a plausible and reasonable 
showing of validity can be made, then it 
would seem that the trial court should not 
presume to set it aside. 

The demurrer must therefor be sustained. 

It is so ordered. 

Dated April 6, 1936. 

It is understood that the decision has 
been appealed to the Wisconsin supreme 
court, but it is not known when the hear- 
ing before that body will take place. 
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UNIVERSITY COURSE IN MACHINE 
ACCOUNTING 


Frederic W. Kilduff, member of the 
American Institute of Accountants, will 
conduct what is believed to be the first 
university course in machine accounting, 
to be initiated at New York University 
in the fall term, 1936. 


S. E. C. REPRESENTATIVE SPEAKS AT 
MEETING OF ACCOUNTANTS 


Carman G. Blough, chief accountant 
of the securities and exchange commis- 
sion, addressed members of the alumni 
association of Pace Institute at a meet- 
ing on April 8th, urging that public ac- 
countants codperate with the commission 
in the improvement of corporate ac- 
counting practices. 

‘The accountants and the commission 
working at cross-purposes will accom- 
plish little,’’ Mr. Blough said, ‘‘and in 
my opinion, the cause of accountancy 
will suffer. On the other hand, if the ac- 
countants and the commission codperate, 
they can do much toward stamping out 
undesirable accounting practices and 
toward establishing accounting on a level 
that will merit the highest regard of 
those who have occasion to come in con- 
tact with its practitioners.’’ 

Mr. Blough presented a detailed out- 
line of the acts which are under the 
supervision of the securities and ex- 
change commission. 

He stated that criticism had been re- 
ceived from accountants of the amount 
of information required in the various 
financial statements which the commis- 
sion requires for registration. This criti- 
cism, he said, has been accompanied by 
‘“protestations of inability to obtain the 
necessary information without undue 
hardship.’’ 

‘*Questions and protests,’’ Mr. Blough 
said, ‘‘have been surprisingly few, in 
view of the large number of statements 
filed. I have the feeling that those reg- 
istrants and accountants who have made 
up their minds that they will carry out 
the spirit of the act and of the commis- 
sion in drafting the forms have not been 
seriously troubled by the requirements.’’ 
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AUDITS OF TRUST DEPARTMENTS 
OF NATIONAL BANKS 


Under new regulations of the board 
of governors of the federal reserve sys- 
tem, the directors of every national bank 
which has received permission to exercise 
fiduciary powers must, at least annually, 
make ‘‘suitable’’ audits of all trust ac- 
tivities or cause such audits to be made 
by auditors responsible only to the board 
of directors. These audits are to be in 
addition to the examinations by examin- 
ers appointed by the comptroller of the 
currency or designated by the board of 
governors of the federal reserve system. 
This requirement is embodied in regu- 
lation ‘‘F’’ which became effective on 
June 1, 1936. Following is the text of 
section 8 dealing with examinations of 
trust departments: 

“In addition to examinations by examiners 
appointed by the comptroller of the cur- 
rency or designated by the board of gov- 
ernors of the federal reserve system, a com- 
mittee of directors, exclusive of any active 
officers of the bank, shall, at least once during 
each period of twelve months, make suitable 
audits of the trust department or cause suit- 
able audits of such department to be made 
by auditors responsible only to the board of 
directors, and shall, likewise at least once 
during each period of twelve months, ascer- 
tain by thorough examination made or caused 
to be made by such committee— 

“(1) Whether a review of all the assets in 
each trust as to their safety and current 
value and the advisability of retaining or dis- 
posing of them has been made in accordance 
with section 6(c) of this regulation; 

“(2) Whether trust funds awaiting invest- 
ment or distribution have been held unin- 
vested or undistributed any longer than was 
reasonably necessary. 

“Such committee shall promptly make a 
full report of such audits and examination, 
in writing, to the board of directors of the 
bank, together with a recommendation as to 
the action, if any, which may be necessary 
to correct any unsatisfactory conditions. The 
board of directors shall give due considera- 
tion to such report and recommendation, to- 
gether with the latest report of examination 
by the comptroller of the currency or exam- 
iners designated by the board of governors 
of the federal reserve system furnished to 
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the bank, and shall take such steps as are 
appropriate to correct any criticized matters. 
A report of the audits and examination re- 
quired under this section, together with the 
action taken thereon, shall be noted in the 
minutes of the board of directors; and such 
report shall be made a - of the records 
of the bank.” 


"THE AUSTRALIAN ACCOUNTANT" 


The first issue of the Australian Ac- 
countant, the official publication of both 
the Commonwealth Institute of Acount- 
ants and the Federal Institute of Ac- 
countants, appeared on February 25, 
1936. The new journal succeeds the 
Commonwealth Journal of Accountancy 
and the Federal Accountant. 


The leading article of volume I, No. 1 
of the new publication states: 

“Two great institutes of accountants, each 
with a long and honorable service to the ac- 
countancy profession and the commercial 
community in Australia, have joined forces 
in arranging for the publication of the 
Australian Accountant. In doing so they 
have been inspired by the desire to provide 
for their members a monthly journal which 
should be interesting, informative and help- 
ful in improving the status of accountants in 
this country and raising, so far as is possible, 
the standards of practice and conduct in the 
profession.” 

The Federal Accountant, publication 
of the Federal Institute of Accountants, 
was first published on January 1, 1916. 
The Commonwealth Journal of Account- 
ancy, publication of the Commonwealth 
Institute of Accountants, appeared five 
years later. Negotiations to combine the 
two journals were opened on March 21, 
1934, at a meeting of the general councils 
of the two institutes at Melbourne. 

In order that the journal may properly 
serve not only both organizations but 
accountants in all parts of the com- 
monwealth, correspondents are being 
appointed in all states composing the 
commonwealth. The first issue contains 
articles on general topics and sections 
devoted to particular subjects such as 
taxation, bankruptcy and law. In addi- 
tion there are sections devoted to the 
activities of the two organizations. 
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"THE PLACE OF ACCOUNTANCY 
IN GOVERNMENT" 


Lloyd Morey, of Urbana, Illinois, 
chairman of the special committee on 
governmental accounting of the Ameri- 
ean Institute of Accountants, delivered 
a series of addresses on ‘‘The place of 
accountancy in government’’ from the 
University of Illinois radio station 
WILL during the month of April. The 
material for these addresses, according 
to Professor Morey, was drawn largely 
from studies made by the Institute’s 
committee and the national committee 
on municipal accounting, of which he is 
vice-chairman. 

The first address dealt with govern- 
ment as the nation’s largest business, in 
which each citizen is, in a sense, a share- 
holder. Professor Morey stressed the 
need for adequate accounting for all 
governmental activities and informative 
reports to the public. 


In his second address Professor Morey 
discussed the value of the budget sys- 
tem, saying that the budget should be 
the ‘‘heart of the financial system of any 
governmental body and should consti- 
tute its fiscal program as well as its con- 
stant guide in financial operations.’’ 
Stability of governmental finance, he 
said, can only be assured by strict ad- 
herence to sound principles of public 
budgeting. 

Professor Morey, in his third address, 
compared the operations of a govern- 
mental body with those of a private en- 
terprise and pointed out differences 
which necessitate variations in account- 
ing procedure. He stated that indepen- 
dent auditing is as desirable in the case 
of a governmental body as in the case of 
a private enterprise. Such audits should 
be made by certified public accountants 
and should conform to the standard 
audit procedure recommended by the na- 
tional committee on municipal account- 
ing. Auditors should be engaged on the 
basis of ability rather than on the basis 
of competitive bidding. 

The fourth and last address dealt with 
ways by which private citizens can use 
their influence to bring about improve- 
ment in the administration of the affairs 
of government. 
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ANNUAL MEETING OF INSTITUTE OF 
CHARTERED ACCOUNTANTS 


The 55th annual meeting of the Insti- 
tute of Chartered Accountants in Eng- 
land and Wales was held at the Hall of 
the Institute, London, on May 6, 1936. 

In his report, A. E. Cutforth, presi- 
dent of the Institute, commented upon 
the basis of remuneration in revenue 
cases, saying in part the following: 

“In some professions —as, for example, 
that of estate agents—the principles of pay- 
ment by commission and of ‘no cure no pay’ 
are recognized and necessary. Everyone is 
conversant with them in connection with the 
sales of property. But these principles are 
as a rule inappropriate in the case of our 
profession where our remuneration should 
have relation to the time involved, the skill 
displayed, the experience utilized, and the 
responsibility incurred. Specially are there 
inherent objections to them when applied to 
the results of negotiations with the inland 
revenue authorities incidental to the recov- 
ery of income tax; every discerning account- 
ant will appreciate this without my enlarging 
upon it. 

“Tt is interesting to note that in the United 
States this matter has formed the subject of 
special treasury regulations. If remunera- 
tion in such cases is arranged for on what is 
known as a ‘contingency basis,’ full particu- 
lars of the arrangement must be disclosed 
to the revenue department in advance; and 
there are additional restrictions to which 
time does not permit me to allude.” (The 
council of the Institute of Chartered Ac- 
countants, at a meeting in August, 1935, 
adopted a resolution disapproving the ac- 
ceptance of engagements in inland revenue 
cases on a contingency basis. ) 

Mr. Cutforth referred to the possibil- 
ity of further amendment of the Eng- 
lish companies act and stated that a 
committee of the Institute had been col- 
leecting data and sifting opinions in order 
that when the oceasion arises the organi- 
zation may be ready with concrete and 
well-considered recommendations. He 
mentioned one possible amendment which 
he said had, as far as he knew, never 
before been the subject of public com- 
ment. He referred to an amendment to 
require an audit by local independent 
professional accountants of overseas 
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branches of companies subject to the 
companies act, having their principal 
offices in England. The auditors of such 
companies, he said, in most cases must 
depend on periodic reports received from 
foreign branches at the head office and 
take no responsibility for the correctness 
of statements dependent upon such re- 
ports, qualifying their certificates to 
that effect. 

“Twenty-five or thirty years ago,” said Mr. 
Cutforth, “professional accountants practis- 
ing in countries overseas (exclusive of the 
United States and Canada) were very few; 
and local audits were, therefore, in most 
cases impossible. But the situation has vastly 
changed during recent times. Efficient firms 
of professional accountants are now estab- 
lished in most of the civilized countries of 
the globe, although there will still be many 
instances where the geographical conditions 
are such as to make a local audit imprac- 
ticable or unduly costly. It is a matter for 
consideration whether in the case of a com- 
pany registered under the English companies 
act, whose operations overseas are substan- 
tial, a local audit by independent professional 
accountants should not be made compulsory 
in the absence of a resolution by the share- 
holders at each annual general meeting to 
the effect that in the circumstances of the 
company’s case a local audit is not expedi- 
ent.” 


CULTURE DECLARED A REQUISITE 
FOR SUCCESSFUL PRACTICE 


General culture should be recognized 
as a prerequisite to success in account- 
ancy and other professions, B. W. Bours, 
secretary of the California state board of 
accountancy said in an address at the 
annual initiation banquet of the Univer- 
sity of California chapter of Beta Alpha 
Psi, held recently. 

Mr. Bours declared that the present- 
day standards of value make it difficult 
for a young man to place proper empha- 
sis on cultural attainment. He said, how- 
ever, that lack of cultural attainment is 
responsible for a large percentage of fail- 
ures in the certified public accountant 
examinations, and that candidates for 
the certificate should consciously school 
themselves in good literature, good music 
and art. 
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ACCOUNTANCY AND THE PRESS 


Following are brief excerpts from 
articles mentioning the American Insti- 
tute of Accountants, which have appeared 
in the public press during recent weeks: 

A week of constant bombardment by busi- 
ness and industry against President Roose- 
velt’s new tax program apparently was be- 
ginning today to have effect upon the senate 
finance committee, and indications were de- 
veloping fast that the administration will 
have the fight of the year if it holds out for 
the plan, particularly the proposed new cor- 
porate levy based solely on undistributed 
profits. 

A substitute for the pending bill, ineclud- 
ing a broader income tax base and a moderate 
levy on undistributed corporate income, was 
proposed to the committee by V. H. Stempf, 
of New York, in behalf of the committee on 
federal taxation of the American Institute 
of Accountants. 

The Times, New York. 


Continuation of the present form of taxa- 
tion was urged today before the senate 
finance committee as representatives of the 
American Institute of Accountants termed 
the administration’s new 803 million dollar 
tax bill a hazardous adventure. 

Victor H. Stempf, of New York, con- 
demned the measure on almost every point 
and said: “The committee questions the ad- 
visability of abandoning the existing form 
of corporate income tax which has taken 
more than twenty years to develop to a rea- 
sonably fixed or determinable basis and con- 
siders the adoption of the proposed form of 
taxation premature, hazardous and unduly 
complex.” 


The News-Post, Baltimore. 


Higher income taxes and a modification of 
the administration’s proposal for taxing un- 
distributed corporate profits were recom- 
mended to the senate finance committee to- 
day by the American Institute of Account- 
ants. 

The Institute’s committee on taxation pro- 
posed taxing undistributed profits “in a 
more simple and specific form” which he 
said “would avoid the entanglements inherent 
in the house bill.” 


The American, Chicago. 
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By wisely yielding to the mounting volume 
of criticism against a corporation tax solely 
on undistributed profits, the administration 
has cleared the air. The senate finance com- 
mittee is now free to draft an act which need 
do no more than embody the “general philos- 
ophy” of a tax on undistributed profits. .. . 

The primary requirement for a new bill 
is, of course, simplicity. .. . As suggested 
by the American Institute of Accountants, 
taxes on undistributed profits should be 
levied on the excess of the net income over 
the sum of the corporate income tax and 
the dividends paid during the taxable year. 

The Times, New York. 


Severe criticism of the national admini- 
stration’s tax bill, now pending in congress, 
was voiced by Robert H. Montgomery, New 
York, president of the American Institute of 
Accountants, at a joint meeting of the Indi- 
ana Association of Certified Public Account- 
ants and the Indianapolis chamber of com- 
merce, in the Indianapolis Athletic Club, 
Saturday night. 

The News, Indianapolis. 


A major step in securities and exchange 
commission jurisdiction over the public util- 
ity business has been completed and will be 
announced in the near future, according to 
reports at the S. E. C. today. The move 
would inaugurate federal control of the ac- 
counting systems of mutual service companies 
and subsidiary service companies. The regu- 
lation is under the public utility act of 1935. 

Numerous conferences have been held by 
the S. E. C. with public utility officials, par- 
ticularly from New York. Representatives 
of the American Institute of Accountants 
have also been consulted. 

The Herald Tribune, New York. 


Business concerns could greatly simplify 
accounting problems if they would employ a 
natural business year. 

That was the message of John L. Carey, 
of New York, secretary of the American In- 
stitute of Accountants, to Toledo certified 
public accountants who were guests of the 
Toledo chapter of the Ohio Society of Certi- 
fied Public Accountants at a dinner in the 
Toledo Club last night. 

The Times, Toledo. 
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MEETINGS AND ELECTIONS 








California State Society of Certified Public 

Accountants, Los Angeles Chapter 

Date: April 13, 1936. 

Place: Los Angeles. 

Program: A review of news of finance, poli- 
ties, accounting and taxation, by Ferron 
Andrus, assisted by Charles C. Cobun, 
John ®. White and C. B. Sadler. 

Colorado Society of Certified Public Ac- 

countants 

Date: May 22, 1936, annual meeting. 

Place: Denver. 

Elections: President—Arthur L. Baldwin. 

Vice-president—Stanley V. Davies. 
Secretary-treasurer—Thomas E. Stanley. 
Assistant secretary-treasurer — Charles 
Dimler. 
Directors—F. T. Brown, T. J. Witting, 
D. McE. Watson and H. Brooks Davies. 
(William B. Paul, retiring president, 
also became a member of the board of 
directors. ) 

Illinois Society of Certified Public Account- 

ants 

Date: May 12, 1936. 

Place: Chicago. 

Speaker: J. M. Bowlby, “Recent develop- 
ments and trends in accounting for pub- 
lic utilities.” 

Indiana Association of Certified Public Ac- 

countants 

Date: May 9, 1936, annual meeting. 

Place: Indianapolis. 

Speakers: John W. Kern, mayor of Indi- 

anapolis, address of welcome. 
Robert H. Montgomery, of New York, 
president of the American Institute of 
Accountants, “Independence,” and also 
“Federal Taxes.” 

Elections: President—Joseph B. Baerncopf, 
of Indianapolis. 

Vice-president—O. C. Herdrich, of In- 
dianapolis. 

Secretary—John S. Lloyd, of Indianap- 
olis. 

Treasurer—A. R. Chapman, of Indian- 
apolis. (Mr. Chapman was presented 
with a traveling case in recognition of 
ten years of service as treasurer of the 
society. ) 

Auditor—Floyd H. Kirlin, of Indianap- 
olis. 

Directors—W. M. Madden, E. E. Thomas 
and J .R. Wharton. 
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Society of Louisiana Certified Public Ac- 

countants 

Date: May 4, 1936, 25th anniversary. 

Place: New Orleans. 

Speakers: William D. Morrison, of Denver, 
president of the American Society of 
Certified Public Accountants, “The his- 
tory of the public accounting profession 
in the United States.” 

George A. Treadwell, of New Orleans, 
toastmaster, “The history of the Society 
of Louisiana Certified Public Account- 
ants.” 

Douglas S. Anderson, acting president 
of Tulane University. 

Very Reverend John W. Hynes, presi- 
dent of Loyola University, New Orleans. 
James B. Trent, dean of the college of 
commerce, Louisiana State University. 


Maryland Association of Certified Public 

Accountants 

Date: May 12, 1936, annual convention. 

Place: Baltimore. 

Speaker: J. Richard Wilson, member of the 
Maryland board of examiners of public 
accountants, “Accountancy as a profes- 
sion.” 


Massachusetts Society of Certified Public 

Accountants 

Date: May 25, 1936, annual meeting. 

Place: Boston. 

Elections: President—Earle M. French. 
Vice-president—Arthur W. Yardley. 
Secretary—J. Harold Stewart. 
Treasurer—John F. Clarke. 
Auditor—Harry I. Kessler. 


Minnesota Society of Certified Public Ac- 

countants 

Date: April 28, 1936. 

Place: Minneapolis. 

Speaker: Harold L. Henderson, director of 
the Minnesota Institute for Govern- 
mental Research. 


Missouri Society of Certified Public Ac- 

countants, St. Louis Chapter 

Date: May 21, 1936, annual meeting. 

Elections: President—Daniel M. Sheehan. 
First vice-president—Oscar E. Fischer. 
Second vice-president—Leslie J. Meyer. 
Secretary—L. J. Kerber. 
Treasurer—Robert C Mare. 
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New Jersey Society of Certified Public 

Accountants 

Date: May 18, 1936. 

Place: Newark. 

Speaker: Robert H. Montgomery, of New 
York, president of the American Insti- 
tute of Accountants, “Independence.” 

Elections: President—Julius E. Flink, of 
Newark. 

First vice-president—John A. Conlin, of 
Newark. 

Second vice-president—George H. Kings- 
ley, of Hackensack. 
Secretary—Theodore Krohn, of Newark. 
Treasurer—Andrew B. Fielding, of Glen 
Rock. 

Trustees—for two years. 

Frederick Banks, of Trenton. 

Harold A. Eppston, of Newark. 

Peter C. Wiegand, of Montclair. 
Arnold B. Rosenthal, of New Brunswick. 
Robert F. Tillison, of Bogota. 

For one year 

William F. Ackerson, of Newark. 


New York State Society of Certified Public 

Accountants 

Date: May 11, 1936, annual meeting. 

Place: New York. 

Speaker: Judge Moses H. Grossman, a 
founder of the American Arbitration 
Association, “Commercial arbitration.” 

Elections: President—James F. Hughes, of 
New York. 

First vice-president—Morris C. Troper, 
of New York. 

Second vice-president — Victor H. 
Stempf, of New York. 
Secretary—William R. Donaldson, of 
New York. 

Treasurer—Archie F. Reeve, of New 
York. 


Albany Chapter 


Date: May 13, 1936, annual meeting. 

Elections: President—John J. Magilton. 
Vice-president—William J. Nusbaum. 
Secretary—Eugene J. Steiner. 
Treasurer—Irving L. Simon. 


Rochester Chapter 

Date: May 12, 1936, annual meeting. 

Elections: President—Glenn O. Williams. 
Vice-president—James L. Rothwill. 
Secretary—Rupert G. Fain. 
Treasurer—Robert T. Morrow. 
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Ohio Society of Certified Public Account- 

ants 

Cincinnati Chapter 

Date: May 6, 1936. 

Speaker: John L. Carey, secretary of the 
American Institute of Accountants, “Ac- 
tivities of the American Institute of 
Accountants.” 


Cleveland Chapter 

Date: May 11, 1936. 

Speaker: John L. Carey, secretary of the 
American Institute of Accountants, “Ac- 
tivities of the American Institute of 
Accountants.” 


Columbus Chapter 

Date: May 4, 1936. 

Speakers: E. A. Cole and S. J. Bowers, of 

the Ohio state tax commission, “The 
Ohio ‘use’ tax law.” 
John L. Carey, secretary of the Ameri- 
can Institute of Accountants, “Activi- 
ties of the American Institute of Ac- 
countants.” 


Dayton Chapter 

Date: May 5, 1936, annual meeting. 

Speaker: John L. Carey, secretary of the 
American Institute of Accountants, “Ac- 
tivities of the American Institute of 
Accountants.” 

Elections: President—J. A. Hawk. 
Vice-president—Frank R. Somers. 
Secretary-treasurer — William P. Hol- 
linger. 

Toledo Chapter 

Date: May 8, 1936. 

Speaker: John L. Carey, secretary of the 
American Institute of Accountants, “Ac- 
tivities of the American Institute of 
Accountants.” 


Pennsylvania Institute of Certified Public 

Accountants, Philadelphia Chapter 

Date: May 20, 1936, annual meeting. 

Speaker: Robert H. Montgomery, of New 
York, president of the American Insti- 
tute of Accountants, “Independence.” 

Washington Society of Certified Public 

Accountants 

Date: May 8, 1936, annual meeting. 

Place: Seattle. 

Elections: President—Neil Sexton. 
Vice-president—Louis E. Smith. 
Secretary and treasurer—Max Isom. . 
Directors—Max Isom, James M. McCon- 
ahey and Louis E. Smith. 
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ANNOUNCEMENTS 


A. B. Baker announces the removal of his 
office from 626 Renkert Building to 312 New 
Vicary Building, Canton, Ohio. 


M. F. Eldridge and Earl G. Teeter an- 
nounce the formation of M. F. Eldridge & 
Associates, with offices at 4753 Broadway, 
New York. 


William E. Eppler, William D. Shay, H. 
Rufus Eppler, Edwin D. Frost and Ernest 
R. Wildbrett, formerly of Eppler, Botz & 
Sangster, announce the formation of Eppler 
& Company, with offices at 31 Nassau street, 
New York, New York. 


Gano & Cherrington, of Cincinnati, an- 
nounce the withdrawal of L. H. Willig from 
the partnership as of May 31, 1936. The 
remaining partners will continue the practice 
under the same name. 


John B. Allred, of Wichita Falls, Texas, 
spoke at a meeting of the University of 
Texas chapter of Beta Alpha Psi, honorary 
accounting fraternity, May 13th, on “Ac- 
countancy examinations.” On the following 
day Mr. Allred addressed students of the 
school of business administratoin of the 
university on “Accountancy as a profession.” 


E. C. Boye, of Kansas City, addressed the 
joint annual meeting of the councils of the 
Missouri Bankers Association and the Kan- 
sas Bankers Association, May 4th, on income- 
tax problems peculiar to banks. 


Anson Herrick, of San Francisco, on April 
23rd addressed the convention of the associa- 
tion of western hospitals at San Francisco on 
the subject “Should voluntary hospitals 
change their credit systems?” 


J. Gordon Hill, of San Francisco, recently 
addressed the third annual joint convention 
of the California Retail Jewelers Association 
and the Horological Association of California 
at San Francisco on the subject “Taxation 
and taxes.” 


William F. Loflin, of Columbus, Georgia, 
has been made secretary and treasurer of the 
18th district of Lions International. 


James E. McMullen, of Denver, has been 
appointed president of the Denver junior 
chamber of commerce. 


Frank C. Nelson, of San Francisco, re- 
cently spoke at a meeting of the Independent 
Bankers Association of central California on 
“California payroll taxes.” 


W. E. Pollard, of Rockford, Illinois, ad- 
dressed members of the Young Lawyers 
Association at a meeting held at Rockford 
on June 3rd. His subject was “Codéperation 
between lawyers and certified public account- 
ant.” 


Clarence L. Turner, of Philadelphia, has 
been appointed to the committee on taxa- 
tion and expenditures of the Pennsylvania 
state chamber of commerce and to a similar 
committee of the Philadelphia chamber of 
commerce. 


O. V. Wallin, of Philadelphia, spoke on 
the subject of “Business taxation” at a meet- 
ing of the Rotary club of Lebanon, Penn- 
sylvania, held on May 12th. 


H. J. Williams, of New Orleans, has been 
elected vice-president of the civic bureau of 
the young men’s business club. 
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